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ABSTRACT
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Information technology (IT) is in many cases business critical for small and medium­
sized enterprises (SME). IT outsourcing is an already common practice for SMEs and 
their IT outsourcing projects are often similar in size and demands with those of large 
corporations. This thesis aims to provide an answer to the following research question: 
“What are capabilities that facilitate the governance of IT outsourcing and lead to the 
successful management of external IT resources in SMEs?” The findings may be used 
to draw one or more hypotheses or propositions about IT outsourcing capabilities of 
SMEs.
The study follows a positivistic qualitative approach and applies inductive analytical 
strategies and procedures to address the research question. The author presents multiple- 
case study research on SMEs in Austria and Germany and, based on a conceptual model 
from the literature, identifies capabilities that facilitate the governance of IT outsourcing 
in SMEs. This study explores these capabilities based on five IT governance domains 
(i.e. strategic alignment, value delivery, risk management, resource management, and 
performance measurement), which are commonly known in the professional IT 
management and cover most processes and aspects of the IT operations of a company.
The outcome of this research is a model of ten capabilities that are expected to facilitate 
the governance of IT outsourcing in SMEs: (1) Relationship building, (2) business-IT 
linkage, (3) communication (4), knowledge management, (5) contract facilitation and 
monitoring, (6) informed buying, (7) process management, (8) quality management, (9) 
project management, and (10) IT goals planning and measurement.
The conclusions provide suggestions for executive managers of SMEs on how to grow 
and develop IT outsourcing capabilities. Following these suggestions can substantially 
influence the IT outsourcing experience of SMEs and improve the benefits achieved 
through IT outsourcing.
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1 Introduction
1.1 Background o f this research
Small and medium-sized enterprises (SMEs) depend on a very efficient business 
inventory of their IT. However, its operation is often outsourced to external service 
providers, since it is usually not a core process in SMEs. As with large companies, the 
outsourcing of IT services to external service providers is already common practice for 
SMEs, because they are forced to invest regularly in new and more powerful IT 
infrastructure due to their market and competitive environment. Basically, the 
outsourcing projects of SMEs are similar to those of large companies and corporations, 
because a lot of SMEs are now using the same IT infrastructure as larger enterprises, 
whether it is ERP systems, database, internet store or e-mail servers.
IT failures are business critical for SMEs in any case. Running and maintaining the 
systems is not only about the elimination of problems, but also about the consistent and 
continuous care of the systems. The know-how in SMEs regarding the governance IT 
outsourcing is still very limited and managerial and commercial aspects are 
underdeveloped. Nevertheless, the management of IT outsourcing requires considerable 
expertise and skills.
1.2 Small and medium-sized enterprises
SMEs build the backbone of every country’s economy. The European Commission 
recognizes them as the major source of entrepreneurial skills, innovation and 
employment, because 23 million SMEs provide around 75 million jobs in the 25 
Member States of the European Union (The new SME definition, 2006). For instance, 
in 2002, over 3.3 million SMEs were registered in Germany representing 99.7% of all 
companies. They generated 43.2% of the taxable turnover of all companies and 
employed 20.1 million employees, or 69.7% of all employees in Germany. SMEs 
contributed to 48.8% of the gross national product of Germany (Gunterberg & Wolter, 
2002). Reize (2005) reports 3.5 million SMEs in Germany in 2005.
Several definitions can be found for SMEs. Almost every country uses a different 
approach and even within one country several definitions can be found. The European 
Union’s definition for SMEs is binding for a variety of EU directives, ordinances,
programmes, and governmental grants. According to the European Commission, a small 
company has less than 50 employees and a turnover or balance sheet total of not more 
than 10 million Euros. A medium-sized company has more than 50, but less than 250 
employees and a turnover or balance sheet total between 10 and 43 million Euros 
(Commission recommendation, 2003; The new SME definition, 2006). The German 
Institute for SME Studies (in German: Deutsches Institut ftir Mitteistandsforschung) 
defines that a small company has less than ten employees and an annual turnover of less 
than one million Euros. A medium-sized company has less than 500 employees and an 
annual turnover between 1 million and 100 million Euros (Gunterberg & Wolter, 2002).
SMEs differ in their characteristics from larger corporations. They operate in an 
organisational environment with most widely acknowledged factors that distinguish 
them from larger companies. For example, SMEs are considered flexible and adaptable 
to changes in the market. What seems like an advantage is, however, caused by the fact 
that SMEs are often missing an overview about their market (Hudson Smith & Smith, 
2007). This generates a difficult competitive environment for SMEs, because they have 
a lack of control over their competitive position and must instead act and adapt to 
marked changes. They are also heavily influenced by their business partner. On one 
hand, they also depend strongly on their customers and their relationship with customers 
is often uncertain and difficult. On the other hand, they are also strongly dependent on 
their suppliers, since they usually partner with a limited amount of suppliers. These 
relationships with suppliers and customers effect the competitive environment in which 
SMEs operate. They make strategic planning difficult, which again lowers the 
competitiveness of the company.
The success of SMEs is affected profoundly by the way they are managed. The smaller 
firms are, the more likely it is that they do not to have formality o f policies, strategies 
and structures. Therefore, limited strategic planning and a short-term focus with a fire­
fighting “react and adapt” philosophy is common (Hudson Smith & Smith, 2007). Some 
standards may help, but policy applications need to be applied carefully (Morrissey & 
Pittaway, 2006).
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1.3 IT  governance
The definition by the IT Governance Institute (ITGI) defines IT governance as the 
responsibility of the board and executive management and it states that IT governance is 
an integral part of enterprise governance (Board briefing, 2003). IT governance is the 
“organisational capacity exercised by the Board, executive management and IT 
management to control the formulation and implementation of IT strategy and in this 
way ensure the fusion of business and IT” (Van Grembergen, 2004, p. 5).
Hardy (2006) summarized that IT governance focuses on two key issues: the value IT 
provides to the organisation and lowering IT-related risks. These two issues, however, 
are the subject of almost every link in an organisation’s value chain. Today’s 
corporations depend on IT and corporate governance issues cannot be addressed without 
it. Since IT governance is driven by corporate governance, it addresses all issues of the 
organisation and can provide a significant influence on strategic decisions. This in turn 
influences the competitiveness of an organisation (Porter, 1990; Porter & Millar, 1985; 
Van Grembergen, 2004; Weill & Woodham, 2002).
IT governance is both simplistic in terms of decision rights and accountability, and 
complex in terms of desirable behaviours, which are different in every organisation. 
Therefore, if desirable behaviours involve decentralised, independent decision making, 
the IT investment decisions will also be made decentralised. On the other hand, if 
desirable behaviours involve a corporate view of the customer (i.e. with a single point 
of contact), then a centralised IT governance model would fit better (Weill & Ross, 
2004).
IT governance extends into five main domains, which are (1) strategic alignment, (2) 
value delivery, (3) risk management, (4) resource management, and (5) performance 
measurement (CoBIT 4.1, 2007; Hardy, 2006).
1.4 IT  outsourcing
Most commonly, IT outsourcing refers to outsourcing and processing services (i.e. 
takeover of data centres, applications, desktops, networks, etc.). The IT outsourcing 
market in Western Europe showed an average growth of 14.93% per annum between 
2000 and 2006. In Germany, the market more than doubled from €10,736 in 2000 to
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€22,802 in 2006. It developed significantly in the mid-1990s. Prior to this, captive 
outsourcing was the common form of IT outsourcing, which means giving away IT 
outsourcing to subsidiaries of the own company (Grimshaw & Miozzo, 2006). After 
1993, the IT outsourcing market in Germany started growing due to the increased force 
of IBMs into the German market and the increasing success of SAP, Germany largest 
software company. Today, in Germany, mostly manufacturing companies outsource 
their IT. The manufacturing industry in Germany constitutes, with 45%, the largest part 
of the non-captive outsourcing market (Grimshaw & Miozzo, 2006).
In general, the SME segment is characterized by selective forms of IT outsourcing. 
While small businesses use heavily standardised application-related outsourcing 
services such as hosted ERP applications, data processing services and web hosting, 
medium-sized enterprises use more complex applications and infrastructure-related 
services such as desktop or data centre outsourcing. Companies with a maximum of 
three PCs hardly speak of IT outsourcing. These companies mostly call on a local dealer 
who brings new computers and builds their networks. Larger companies with more than 
20 PCs usually hire a dedicated computer expert for the very demanding task, because 
IT downtimes usually directly affect the operation. If they have a full service provider 
under contract, they usually receive a variety of IT services throughout the year. For 
instance, backup management guarantees a safe and timely archiving of data and LAN 
management offers installation through configuration, updating, tracking and all other 
tasks that relate to the internal network. Furthermore, such providers handle the 
management of telecommunications solutions, installation, configuration and 
maintenance of in-house telecommunications, including the training of employees. 
Help-desk systems are usually available for inquiries and can solve emerging problems 
immediately with the help of online monitoring and diagnostics, so that the visit by a 
technician is only rarely necessary (Pesch, 2005; Pistole & Bragg, 2005).
1.5 Framework o f this thesis
1.5.1 Lack of prior research
Mahnke et al (2005) present a review of existing theoretical perspectives and empirical 
work on strategic IT outsourcing in general. They find, besides others, that the literature 
primarily focuses on transaction cost economics, competence perspective and relational 
view and argue that:
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“Empirical research within IT outsourcing is confined largely to make-or-buy decision 
and deals scarcely with process determinates of IT outsourcing performance. Only 
recently have empirical studies appeared that involve managerial issues including social 
governance of relationships and the potential for rent generation arising from 
knowledge sharing and learning” (Mahnke, et al., 2005, p. 216).
The existing research focuses primarily on large enterprises (e.g., Barthelemy, 2003; 
Feeny & Willcocks, 1998a; Han et al., 2008; Lee, 2001; Saunders et al., 1997; van Lier 
& Dohmen, 2007, etc.). In addition, research about IT outsourcing in SMEs is also 
limited. Most of it is either professional literature about best practices (e.g., Pistole & 
Bragg, 2005), focuses on demographic issues (e.g., Arbore & Ordanini, 2006) or deals 
with related issues such as e-Commerce (e.g., Brown & Lockett, 2001). Other literature 
focuses only on the failures of IT outsourcing in SMEs (e.g., Devos et al., 2008). 
Almost no empirical studies can be found that focus on IT outsourcing capabilities of 
SMEs, therefore there is still a gap in our knowledge of what capabilities are and how 
they influence the IT outsourcing success.
1.5.2 Focus of this research
Gonzalez et al (2005) identify a variety o f risks of IT outsourcing. Drawbacks could be 
management and control problems, because effectively controlling IT outsourcing is 
difficult. SMEs trust their service providers to deliver a certain quantity and quality of 
deliverables. In case the provider fails to deliver, SMEs often face consequences. IT 
outsourcing exposes parts of their business to an external vendor. They may risk 
violation of confidentiality, malicious use of system access, and other vulnerabilities in 
their company. In addition, employees, clients, and partners might not appreciate the 
fact that the company is outsourcing certain IT processes; especially if that means that 
IT outsourcing terminates a part of their responsibilities. IT outsourcing may neither 
create value for SMEs out of the IT in terms of skills, core competences and IT 
infrastructure. In such cases, the value of an IT outsourcing contract with a service 
provider will be less effective than operating IT with an internal department.
Overcoming these risks depends on capabilities that enable SMEs to identify the right 
business processes for IT outsourcing, find the best outsourcing provider, and set up a 
good structure for the IT outsourcing project. Better governance of IT outsourcing is 
necessary if SMEs are to optimize the efficiencies of their external IT resources, and if
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they are to achieve the complete value available to them. New governance roles, 
activities, structures, processes and tools are necessary for IT outsourcing to fulfil its 
great potential.
The author of this thesis worked in the IT outsourcing business for many years and 
experienced a variety of problems during the runtime of IT outsourcing projects. Were 
there failures, the clients usually primarily pointed to the supplies as their source. 
However, the experience of the author is that the reason for failure can often also be 
found with the clients because they often lack necessary capabilities for the governance 
of IT outsourcing.
This paper aims to indentify such capabilities by taking an interdisciplinary approach. It 
draws from different areas such as IT governance and resource-based view. IT 
governance deals with all aspects of IT. The resource-based view is a basic concept that 
helps to explain the building o f capabilities. The research identifies capabilities by 
exploring the IT governance domains in SMEs and it presents a model that was 
developed by studying roles, activities, concepts, and abilities within these domains.
1.5,3 Research question
This research thesis attempts to answer the following research question: “What are 
capabilities that facilitate the governance of IT outsourcing and lead to the successful 
management of external IT resources in SMEs?” The answer may then be used to draw 
a number of hypotheses or propositions about capabilities and their associations with IT 
outsourcing success in SMEs.
1.6 Objectives o f  this research
The objective of this thesis is to identify capabilities of SMEs for the successful 
governance of IT outsourcing and for managing external IT resources. Although a lot of 
existing and ongoing research can be found for SMEs and IT outsourcing, not much can 
be found about management of IT systems and IT outsourcing in SMEs. However, 
previous research and literature show that SMEs have an increasing demand for 
sophisticated IT outsourcing and research needs to be conducted that focuses on these 
demands. This research thesis will help to close this knowledge gap.
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Whetten’s (1989) explains the contents of a legitimate, value-added contribution to 
theory development. He states that research should improve theory, but not reaffirm it. 
Three aspects are important:
■ Addressing improvements of theory to just one single issue is not sufficient, 
thus critiques should focus on multiple elements of a theory.
■ Bringing compelling evidence that can either be logical, empirical or 
epistemological.
■ Presenting remedies and alternatives.
This thesis adds to the knowledge of SMEs and IT outsourcing success that already 
exists and will extend this knowledge by examining SMEs of different industries and 
sizes and conducting the first empirical study on SMEs that explores IT outsourcing 
capabilities within the IT governance domains. As mentioned above, not much literature 
was found on IT outsourcing capabilities for SMEs.
This research paper will also improve the existing theory of IT outsourcing with aspects 
especially relevant for SMEs and will provide compelling evidence by applying a 
multiple-case study approach, which is based on the methodology by Eisenhardt (1989) 
and Yin (1994). Triangulation will be used to support the validity and reliability of the 
findings. By identifying several capabilities for the successful management of IT 
outsourcing, this thesis will propose remedies and alternatives to potential weaknesses 
within these findings.
The research addresses three audiences: (1) executive managers of SMEs who want to 
prepare their company for IT outsourcing, (2) executive managers of SMEs who want to 
enhance their benefits from existing IT outsourcing, and (3) the academic community. 
The author hopes that this thesis will help the audiences to improve their IT outsourcing 
experience and, in particular, help managers to improve their decision-making process 
whether or not they start or proceed to the next step in IT outsourcing.
L 7 Research design
The research question is approached using a positivistic qualitative strategy. The aim is 
not only valuable in finding out what is happening or in seeking new insights, but also
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in asking questions and assessing phenomena from a new perspective (Saunders et al., 
2002).
The author uses inductively-based analytical procedures that use existing a priori 
research. Induction is a logical process of constructing knowledge and it can be seen as 
asserting the truth of a general proposition by taking into account particular cases that 
support it. This will lead to proposed theories, which can be used in further deductive 
research to draw hypotheses or theoretic models to explain and predict phenomena 
(Thietart, 2001).
The study is based on a multiple-case-study approach suggested by Eisenhardt (1989) 
with a single unit of analysis per case. The method of research is based on the approach 
of Reich and Benbasat (1990) and also draws heavily from the case study methodology 
of Yin (1994).
In the first step, the literature review is completed. Then, a research model and 
conceptual framework is created. After that, pilot case studies are conducted and the 
interview instruments adapted. In addition, more case studies are conducted and each 
case is analysed separately (within-case analysis). Then, a cross-case analysis helps to 
formulate a revised model. The analyses performed are based on Miles and Huberman 
(1994). The process ends with the statement of a conclusion about the cases and the 
research.
1.8 Scope and limitations o f  this thesis
This thesis will focus on the capabilities of SMEs that facilitate the governance of IT 
outsourcing and help to facilitate the management of external IT resources. It will not 
focus, however, on the IT outsourcing decision. This means that this theses aims at 
companies that already have made their outsourcing decision.
The scope of this research is on medium-sized (50 and more employees) rather than on 
small companies, because small companies do not seem to have that much IT 
outsourcing needs (e.g., Pesch, 2005). Furthermore, although the behaviour and 
competence of the supplier often plays an important role in IT outsourcing, this research 
will primarily look at the client side and not take any direct influence of the supplier 
into account.
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This exploratory study will research ten SMEs. Even though these cases will be 
carefully analysed, their number and the methodology (multiple-case studies) will make 
it difficult to statistically generalize the findings. Therefore, conclusions about causal 
relationships must be made with great care. Nevertheless, according to Yin (1994), this 
limitation only applies to statistical generalisations, but not to analytical ones that are 
the basis of this case study research.
The author will use the concept of perceived benefits to measure IT outsourcing success 
(Grover et al., 1996). This approach uses a formative model and there might thus be a 
risk of disregarding other elements of IT outsourcing success.
Finally, the interview research method that will be used is limited due to the subjectivity 
and bias of the answers given by the respondents and the lack of statistically validated 
instruments to measure the explored constructs (i.e. capabilities).
1.9 Structure o f this thesis
This thesis follows a “linear-analytic” model introduced by Yin (1994). It consists of six 
chapters. The first chapter is the introduction to the thesis. Chapter 2 presents a survey 
of literature and presents the relevant topics associated with the topic. This includes 
literature about SMEs, IT governance, resource-based view and capabilities, and IT 
outsourcing. Chapter 3 describes the methodology of this research, which includes the 
procedure to select the cases for this study and the methods to collect and analyse the 
data. After that, Chapter 4 describes the cases (units of analysis) of this study (i.e. 10 
SMEs in Austria and Germany). The findings of the data analysis are presented in 
Chapter 5, and Chapter 6 summarises this thesis and provides results, limitations, and 
implications for practitioners and other researchers. Finally, the Appendix contains 
some materials that provide more details on the literature and the research 
questionnaire.
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2 Literature review
2.1 Introduction to the literature review
This section explains the focus o f the literature review and the sources of the literature 
used for this review. It provides an overview about the topics the reader will expect as 
well as the basic structure of the literature review. Furthermore, the areas of academic 
work from which this literature review was taken are discussed.
2.1.1 Focus of the literature review
Recent research shows that SMEs are not as far advanced in their use of IT as larger 
corporations. But the role of IT has become increasingly important to cope with the 
requirements of global markets and to ensure access to capital for SMEs. Smaller 
companies have the same demands in IT systems and their governance as larger ones. 
However, many studies show that SMEs do not have the resources to use IT 
strategically. The number of managers in SMEs is low, and they have limited time and 
IT expertise, which limits their ability to develop IT strategy (Cragg et al., 2002;
Hudson Smith & Smith, 2007; Mehrtens et al., 2001). Consequently, this causes a lack 
of appropriate IT policies (i.e. IT governance). SMEs tend to outsource their IT. But IT 
outsourcing must be effectively managed (Kern & Willcocks, 2002). SME could use a 
structured framework approach. However, this can be difficult for them, because they 
need to overcome obstacles that arise from their organisational characteristics (i.e. 
competitive environment, paucity in human and financial resources, “react and adapt” 
philosophy, lack of strategy, etc.). But by overcoming these obstacles and implementing 
efficient IT governance, SMEs should be able to manage their outsourced IS and 
increase their readiness to adapt to changes, which in turn can increase competitiveness.
The literature review aims to link actions and tasks in IT governance with the actions 
and tasks in IT outsourcing by using the paradigm of the resource-based view and 
capabilities which was introduced by Barney (1991). It defines IT capabilities for the 
governance of IT outsourcing in SMEs (collected from previous research) and 
establishes a link between IT governance domains and core IS capabilities that focus on 
the management of external resources.
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This literature is divided into two parts. The first part discusses a number of areas that 
are covered by current and past research theoretically and empirically:
■ Small and medium-sized enterprises (SMEs)
■ Corporate and IT governance
■ Resource-based view and core IS capabilities to exploit IT
■ IT outsourcing
First, the characteristics of small and medium-sized enterprises are described. Besides 
clarifying the definition for SMEs, the organisational and competitive environment of 
SMEs is highlighted and management practices are introduced. Second, the term IT 
governance is explained in the context of corporate governance. The literature review in 
this section aims at pointing out the importance of IT governance especially in the 
context of SMEs. After that, the literature review focuses on the concept of resource- 
based view and capabilities of a firm. It describes how this theory is applied in IT 
management and how IS core capabilities add to the practice of IT management in 
SMEs. The literature review shows further that SMEs depend on capabilities that are 
associated with the management o f external supply. Therefore, the concept of IT 
outsourcing is also introduced in the literature review.
The second part of the literature review presents the conceptual framework and the 
proposed research model. It describes the approach to identify the capabilities that 
facilitate the governance of IT outsourcing: capabilities associated with IT outsourcing 
are identified in the literature and then matched with the IT governance domains (i.e. 
value delivery, resource management, strategic alignment, risk management, and 
performance measurement). This process identifies five capabilities that could facilitate 
the governance of IT outsourcing: (1) business-IT linkage, (2) informed buying, (3) 
contract facilitation and monitoring, (4) process management, and (5) relationship 
building.
2.1.2 Structure and scope of academic work
2.1.3 Used sources of literature
Saunders et al (2002) divide available literature sources into three categories: primary 
(published and unpublished), secondary, and tertiary. Primary literature sources are the 
first occurrence of new ideas and concepts. They include published reports and central 
and local governance publications (e.g., white papers, planning documents, etc.). 
However, they also can include unpublished work (e.g., theses, conference proceedings, 
manuscripts, notes, memos, etc.). Secondary literature sources are subsequent 
publications of primary literature. These books and journals are aimed at a wider 
audience and are easier to access than primary literature sources. In addition, they are 
often covered by tertiary literate sources. Tertiary literature sources (e.g., indexes, 
abstracts, catalogues, dictionaries, encyclopaedias, etc.) are designed to introduce a 
topic or to help to find secondary or primary literature resources (Saunders, et al., 2002).
According to Holsapple et al (1994), there are two major categories of business 
computer research literature: academic literature and practitioner literature. Academic 
literature is peer-reviewed work that is published in renowned academic journals, 
conference papers or books. Practitioner work is published in renowned journals or 
magazines that are directed at practitioners in the relevant area.
New ideas and concepts in new disciplines are more often found in practitioner papers 
and in journals of other disciplines, before they emerge and are included in journals that 
focus on these new ideas and concepts (Holsapple, et al., 1994). For example, articles in 
referred academic journals are evaluated by academic peers prior to publication. These 
peers evaluate the quality and suitability o f the articles. Most other academic journals 
have at least an editor or an editorial board that decides whether or not an article is 
worth publishing. On the other hand, professional and trade journals are produced by 
members of organisations for their members. Sometimes, the focus of these publications 
is professional and profit oriented. Therefore, caution has to be exercised when using 
these publications, since they can be biased towards their authors (Saunders, et al., 
2002).
IT governance is a relatively new subject. Therefore, most sources are primary or 
secondary and purely academic literature can be rarely found. Most of the sources are 
pieces of practitioner literature (e.g., professional journals, magazines, etc.). Many 
pieces of literature are published through the ITGI and the Information Systems Audit
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and Control Association (ISACA). Both organisations are strongly linked and define the 
de facto standards for IT governance. Although the ISACA is a non-profit organisation, 
its members are mostly large international consulting corporations. Therefore, the 
literature on IT governance can be biased.
Some sources of literature can be found in magazines and newspapers, but also in 
sophisticated academic literature (e.g., Hardy, 2006; Van Grembergen, 2004; Weill & 
Ross, 2004; Weill & Woodham, 2002). However, it can be seen that some authors of 
academic literature are also associated with IT governance organisations (e.g., Hardy is 
advisor to the ITIG and member of the ISACA).
Literature on small and medium-sized companies is mostly academic as well as the 
literature on the resource-based view (Barney, 1991; Barney et al., 2001) and the core 
IS capabilities to exploit IT (Feeny & Willcocks, 1998a, 1998b; Van Der Heijden, 2001; 
L. Willcocks, Feeny, & Olson, 2006).
2.2 Small and medium-sized enterprises
This section introduces definitions of SMEs that are used by different economies, 
counties and organisations. The organisational and competitive environment of SMEs 
is highlighted and the management practices of SMEs analysed.
SMEs build the backbone in every country’s economy. The definition of SMEs is 
heavily differentiated. To ensure comparability with different study results, a definition 
should be used that is commonly used within the scope region of this research. The 
European Union’s definition for a SME is binding for a variety of EU directives, 
ordinances, programmes, and governmental grants. According to the European 
Commission, a small company has less than 50 employees and a turnover or balance 
sheet total of not more than €10 million. A medium-sized company has more than 50, 
but less than 250 employees and a turnover or balance sheet total between €10 and €43 
million (Commission recommendation, 2003).
2.2.1 Organisational environment of SMEs
SMEs differ in their characteristics from larger corporations. According to Hudson 
Smith and Smith (2007), the organisational environment in which SMEs operate is the 
most widely acknowledged factor that distinguish them from larger companies. The
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organisational environment is defined by the underlying organisational culture. Culture 
can be defines as “a pattern of basic assumptions - invented, discovered, or developed 
by a given group as it learns to cope with its problems of external adaptation and 
internal integration” (Hudson Smith & Smith, 2007, p. 394; Schein, 1985). 
Organisational culture is thus a result of collective behaviour based on these 
assumptions (Tolsby, 1998).
Cameron and Quinn (2006) develop an organisational framework using a theoretical 
model of “competing values”. The framework uses a matrix and looks at whether an 
organisation has primarily internal or external focus and whether it aims for flexibility 
and individuality or stability and control. Based on this matrix, Cameron and Quinn
(2006) argue that organisations develop an organisational culture profile, which can be 
categorized into four dominant culture types (i.e. clan, adhocracy, market, and 
hierarchy).
Clan culture emphasises the need for teamwork and high staff morale. It is supposedly a 
very friendly place to work where people share a lot of themselves. Hierarchy culture 
focuses on formalising procedures. Organisations that have a hierarchy culture are a 
much formalised, structured place to work and procedures govern what people do. 
However, strong hierarchy clan cultures can suffer from a lack of innovation. 
Adhocracy culture provides a very flexible, dynamic environment that emphasises 
taking risks to succeed. Adhocracies are entrepreneurial and creative places to work at, 
but missing structures and guidelines limit long-term development and improvements. 
Market culture aims to stay competitive through results. Working at market culture 
organisations requires people to be competitive and market-oriented (Cameron &
Quinn, 2006; Hudson Smith & Smith, 2007).
Hudson Smith and Smith (2007) find little evidence of hierarchical culture within the 
environment of SMEs, because they are mostly loosely structured with informal 
operating practices. They find evidence that SMEs show a correlation with clan culture, 
since often a high degree of management and personal assertiveness is involved in the 
operations of the company. However, they have strong evidence that SMEs are often 
closely aligned with the adhocracy model having flat structures with few management 
layers and being flexible and adaptable to changes in the market and demand. This 
creates high potentials for innovation. But it also creates the risk that people make
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different decisions about an issue at different times, which might limit the performance 
and cause other issues. Both Frohlich and Glasner (2007) and Weill and Ross (2004), 
agree that clarifying decision rights could minimize this risk and is important for a 
company’s success. But the SMEs' ability to operate effectively is often restricted by 
deficit in both human and financial resources (Hudson Smith & Smith, 2007).
2.2.2 Competitive environment of SMEs
SMEs are considered flexible and adaptable to changes in the market. What seems to be 
an advantage is, however, caused by the fact that SMEs are often missing an overview 
about their market (Hudson Smith & Smith, 2007). This generates a difficult 
competitive environment for SMEs, because they have a lack of control over their 
competitive position and must instead act and adapt to marked changes.
SMEs are strongly dependent on their customers. Their relationship with customers is 
often uncertain and difficult. On one hand, SMEs are closer to the customer, enabling 
more personal relationships to develop (McAdam, 2000). On the other hand, this 
relationship brings the danger of having a limited customer base. This can cause SMEs 
to be afraid to press customers too hard when due payments are not coming in because 
of the fear of losing the customers entirely (Hudson Smith & Smith, 2007). This leads to 
a dangerous situation for SMEs, because since resources are limited, they often cannot 
cope with fluctuations in cash flow.
SMEs are strongly dependent on their suppliers since they usually partner with a limited 
amount of suppliers. Therefore, SMEs must actively manage their purchasing 
relationship (Morrissey & Pittaway, 2006). This includes building a ‘trust’ relationship 
with the suppliers. However, just as customers might go away through hard pressure, 
suppliers might do so as well. Especially when the supplier is smaller, hard pressure 
might force the supplier out of the market.
Both relationships with suppliers and customers effect the competitive environment in 
which SMEs operate. This makes strategic planning difficult, which again lowers the 
competitiveness of the company. Hudson Smith and Smith (2007) find that the majority 
of SMEs in the automotive sector are working on the future strategic development 
because they need to survive in the supply chain and hence can only maintain a reactive 
strategy. Therefore, SMEs have a need to improve their supplier and customer
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relationship to cope with the requirements of the competitive environment they are 
operating in.
Finance and the access to capital are also different for SMEs compared to larger 
organisations. Smaller firms suffer from financial scale differences. They have little 
need for variety in sources of finance and often rely on retained profits, trade credit and 
a single bank (Hudson Smith & Smith, 2007). On the other hand, larger organisation 
can utilize scale economies in debt collecting, tax avoidance and financial monitoring. 
Therefore, SMEs must make greater efforts to access capital and obtain almost the same 
conditions as larger organisations. For example, they face the same obstacles and the 
need for compliance as larger organisations in terms of complying with Basel II and the 
Sarbanes Oxley Act.
Overby et al (2006) state that a company’s ability to react to changes as very important. 
Especially in the competitive environment of SMEs, where companies are often 
operated with a “react and adapt” philosophy, the agility of a company is important to 
achieve a competitive advantage (Hudson Smith & Smith, 2007). A company’s ability 
to sense changes in the business environment can notably increase its likelihood of 
being able to develop effective responses to achieve a competitive advantage. In turn, 
strong responding capability can increase a company’s effectiveness in identifying 
emerging opportunities, which again improves its sensing capability. The effective use 
of IT is one method for firms to initiate and sustain this cycle, since it enhances both 
sensing and responding capabilities (Overby, et al., 2006).
2.2.3 Management practices in SMEs
The success of SMEs is affected profoundly by the way the organisations are managed. 
Smaller firms are more likely not to have formality of policies, strategies and structures. 
Therefore, limited strategic planning and a short-term focus with a fire-fighting “react 
and adapt” philosophy is common (Hudson Smith & Smith, 2007). This is because 
management of SMEs is characterized by the existence of fewer senior managers (Gray 
& Mabey, 2005; McAdam, 2000). Hannon and Atherton (1998) differentiate between 
four types of SME owner-managers. They range from managers with low strategic 
awareness and low planning capabilities to managers with good strategic awareness and 
effective planning capabilities. Their study suggests that the success of SMEs is 
correlated with higher levels of strategic awareness and better planning. According to
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Hudson Smith and Smith (2007), it is likely that in any company that is primarily 
managed by one person, this framework would be applicable. For example, Morrissey 
and Pittaway (2006) found in their research on the buyer-supplier relationship in small 
firms that owner-managers remain sufficiently active in purchasing relationships. 
According to the study, 57% of the SMEs reported that the owner-managers are 
involved in purchasing decisions. This figure was close to the industry specific survey 
(55%). More mature firms (i.e. older than ten years) showed a tendency towards having 
a separate purchasing function.
2.3 Corporate governance and IT  governance
2.3.1 Corporate governance
Before going deeper into the topic of IT governance, the term corporate governance has 
to be explored. According to Weill and Ross (2004), the interest in corporate 
governance is not new, but increased dramatically and became dominant in 2002 
because of the Enron, WorldCom and Tyco corporate scandals. A number of definitions 
can be found for corporate governance. Shleifer and Yishny (1997) state simply that 
“corporate governance deals with the ways in which suppliers of finance to corporations 
assure themselves of getting a return on their investment” (Shleifer & Vishny, 1997, p. 
737). Mayer (1997) uses a more general approach and states that corporate governance 
intents to align the interest o f two parties (i.e. investors and managers) and it is only a 
part of a larger economic context in which organisations operate. This context consists 
of macroeconomic policies and the degree of competition on products and factor 
markets. Mayer (1997) further states that corporate governance is also influenced by the 
legal, regulatory, and institutional environment and it relies oh other environmental 
factors such as business ethics or the corporate awareness of different environmental 
and societal interests of other organisations. Therefore, corporate governance is 
concerned with the relationship between the internal governance mechanisms of 
corporations and society’s idea of the scope of corporate responsibility. It can be 
concluded that different systems and approaches of corporate governance can meet the 
need for accountability by defining the character of the relationship between the 
company and the key corporate stakeholders (1997).
Many entities have defined such systems and published principles for good corporate 
governance. The most common publication is the principles of corporate governance of
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the Organisation for Economic Cooperation and Development (Abor & Adjasi, 2007; 
OECD principles, 2004). These principles were endorsed by the OECD ministers in 
1999 and developed to be an international benchmark for policy makers, investors, 
corporations and stakeholders worldwide. National governments can use the six 
principles to define a corporate governance framework.
The first principle states that an effective corporate governance framework should 
promote transparent and efficient markets. It should be consistent with the rule of law 
and clearly explain the division of responsibilities among different supervisory, 
regulatory and enforcement authorities. Second, the rights of shareholder and key 
ownership functions should be strengthened. Furthermore this makes it necessary that, 
third, all shareholders are treated equally, including minority and foreign shareholders. 
All shareholders should have the opportunity to get effective support when their rights 
are violated. The fourth principle suggests that a governance framework should 
recognise the rights of stakeholders and encourage active cooperation between 
corporation and stakeholders. This leads to the fifth principle that demands that the 
corporate governance framework should ensure timely and accurate disclosure of all 
materials regarding the corporation (i.e. financial situation, performance, ownership and 
governance of the company). Finally, the sixth principle states that the framework 
should ensure the strategic guidance o f the company, effective monitoring of the 
executive board and the board’s accountability to the company and the shareholders.
Based on these OECD guidelines, corporate governance systems can be considered 
mechanisms to establish the nature of ownership and control of organisations within an 
economy (OECD principles, 2004). These mechanisms are legal and economic 
establishments that can be altered by political processes (Abor & Adjasi, 2007). The 
OECD accentuates that “there is no sole model for good corporate governance” (OECD 
principles, 2004, p. 13). But in many countries, corporate governance is assigned to a 
supervisory board that is responsible to protect the rights of the stakeholders of an 
organisation. The board works closely with the executive management to implement 
governance principles which should guarantee the effectiveness of the organisational 
processes (Shleifer & Vishny, 1997).
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2.3.2 IT governance
IT governance is one aspect of the broad framework of enterprise government which is 
discussed in the Principles o f  Corporate Governance of the OECD (OECD principles, 
2004; Weill & Ross, 2004). The issue is to understand the strategic importance of IT for 
the corporation to sustain operations as well as to develop the IT to cope with future 
corporate challenges.
The ITGI (Board briefing, 2003) defines IT governance as the responsibility of the 
board and executive management and it states that IT governance is an integral part of 
enterprise governance. Furthermore, IT governance consists of the leadership and 
organisational structures and processes that ensure that the IT of an organisation is 
aligned with the its strategy and objectives (OECD principles, 2004). Van Grembergen 
(2004) supports this definition and names IT governance the “organisational capacity 
exercised by the Board, executive management and IT management to control the 
formulation and implementation of IT strategy and in this way ensure the fusion of 
business and IT” (Van Grembergen, 2004, p. 5).
Hardy (2006) summarized that IT governance focuses on two key issues: the value IT 
provides to the organisation and lowering IT-related risks. These two issues, however, 
are the subject of almost every link in an organisation’s value chain. For instance, Van 
Grembergen (2004) finds that corporate governance is the system by which the 
organisation’s entities are directed and controlled. Today’s corporations depend on IT 
and corporate governance issues cannot be addressed without it. Therefore, IT 
governance is driven by corporate governance; it addresses all issues of the organisation 
and can provide a significant influence on strategic decisions. This in turn influences the 
competitiveness of an organisation (Porter, 1990; Porter & Millar, 1985; Van 
Grembergen, 2004; Weill & Woodham, 2002).
Weill and Ross (2004) explains good IT governance by using an example of good 
financial or corporate governance. They compare the responsibilities of a Chief Finance 
Officer (CFO) with those of a Chief Information Officer (CIO). They state that a good 
CFO does not sign every check or authorise every payment, but sets up financial 
governance by specifying who can make decisions and how. By achieving this, the CFO 
can oversee the activities and focus on the top level management responsibilities (e.g., 
overseeing enterprise portfolio of investments, managing requires cash flow and risk
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exposure, etc.). A good CFO then sets up effective financial monitoring and only 
intervenes in case of problems or unforeseen opportunities. The same professional 
approach should be applied equally to IT governance.
The previous example demonstrates the difference between IT management and IT 
governance. Van Grembergen (2004) explains that IT management focuses only on the 
internal delivery of IT services and products and management the present IT operations. 
But IT governance has a broader implication because it focuses on both internal and 
external issues. Besides performing and developing IT to meet demands of the 
corporation (internal), IT governance also wants to meet present and future demands of 
the corporation's customers and suppliers (external). Therefore, governance differs from 
management, because whereas governance determines the decision makers, 
management is the process of making and implementing the decisions. Weill and Ross 
(2004) also cite Van Grembergen who defines IT governance as “specifying the 
decision rights and accountability framework to encourage desirable behaviour in the 
use of IT” (Weill & Ross, 2004, p. 242). That means that IT governance is both 
simplistic in terms of decision rights and accountability, and complex in terms of 
desirable behaviours, which are different in every organisation. Therefore, if desirable 
behaviours involves decentralised, independent decision making, the IT investment 
decisions will also be made decentralised. On the other hand, if desirable behaviours 
involves an corporate view on the customer (i.e. with a single point of contact), then a 
centralised IT governance model would fit better (Weill & Ross, 2004).
According to the non-profit IT Governance Institute (ITGI) and the non-profit 
Information Systems Audit and Control Association (ISACA), the process of IT 
governance includes the following main responsibilities: (1) the alignment of IT 
strategy with the overall business strategy, (2) the cascading of IT strategy and goals 
through the enterprise, (3) ensuring that a structure is in place to support strategies and 
goals, (4) the statement o f strong and supportive messages about the importance of IT 
governance, (5) the implementation of a globally recognized IT control framework, and 
(6) the monitoring and measuring IT performance using metrics (Beck & Demirguc- 
Kunt, 2006; Cressy & Olofsson, 1997).
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2.3.3 IT governance domains
IT governance concentrates on two key issues: the value IT provides to the organisation 
and lowering IT-related risks. Therefore, IT governance extends into five main domains 
which are (1) strategic alignment, (2) value delivery, (3) risk management, (4) resource 
management, and (5) performance measurement (CoBIT 4.1, 2007; Hardy, 2006). The 
IT governance domains are described below in this chapter.
2.3.3.1 Strategic alignment
Strategic alignment can be achieved by ensuring that IT strategy is aligned with 
corporate strategy. That means that it must be assured that the IT deliverables (i.e. 
projects, rollouts, updates, etc.) are on time, within budget, and have appropriate 
functionality and benefits (CoBIT 4.1, 2007; Frohlich & Glasner, 2007). Decisions with 
focus on IT resources should enable the organisation to break into new markets, drive 
competitiveness, and improve the overall customer satisfaction. Significant studies by 
Lufhnan (2000) and Luftman and Brier (1999) define twelve components of strategic 
alignment, categorized under business strategy, organisation and infrastructure 
processes, IT strategy, and IT infrastructure and processes. The relationship of the 
twelve components shown in Table 1 further defines the business-IT alignment that 
addresses how IT is in sync with the business and how the business should, or could be 
in sync with IT (Luftman, 2000).
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Table 1. Components of strategic alignment
Category Component for IT 
Alignment
Description
Business
Strategy
Business Scope Markets, products, services, groups o f customers/clients, and 
locations where an enterprise competes as well as the 
competitors and potential competitors that affect the business 
environment.
Distinctive
Competencies
The critical success factors and core competencies that provide a 
firm with a potential competitive edge. This includes brand, 
research, manufacturing and product development, cost and 
pricing structure, and sales and distribution channels.
Business
Governance
The way of setting the relationship between management, 
stockholders, and the board of directors. Also included are how 
the company is affected by government regulations, and how the 
firm manages its relationships and alliances with strategic 
partners.
Organisation 
Infrastructure 
and Processes
Administrative
Structure
The way the firm organises its businesses. Examples include 
central, decentral, matrix, horizontal, vertical, geographic, 
federal, and functional.
Processes The way of the business activities (the work performed by 
employees) are operated or flow. Major issues include value 
added activities and process improvement.
Skills H/R considerations such as how to hire/fire, motivate, 
train/educate, and culture.
IT Strategy Technology Scope The important information applications and technologies.
Systemic
Competencies
Capabilities (e.g., access to information that is important to the 
creation/achievement o f a company’s strategies) that distinguish 
the IT services.
IT governance The ways the authority shares responsibility for resources, risk, 
conflict resolution, and IT with its business partners, IT 
management, and service providers. Project selection and 
prioritisation issues are included here.
IT
Infrastructure 
and Processes
Architecture The technology priorities, policies, and choices that allow 
applications, software, networks, hardware, and data 
management to be integrated into a cohesive platform.
Processes Practices and activities carried out to develop and maintain 
applications and manage IT infrastructure
Skills IT human resource considerations such as how to hire/fire, 
motivate, train/educate, and culture.
Source: Luftman (2000, pp. 7-8)
2.3.3.2 Value delivery
According to Cronk and Fitzgerald (1999), “value” is a subjective assessment. The 
value of IT depends on how companies and its individual managers view it. Each 
company and even each executive may define value differently. Factors that influence 
the definition of IT value may include cost saving, strategic positioning, improved 
decision making, increased productivity or improved service (Smith & McKeen, 2003). 
Cronk and Fitzgerald (1999) discuss different ways of how IS business value can be 
defined. They present three dimensions for “IS business value” and the interaction of
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each of these dimensions result in a holistic form of “IS business value”. In practice, the 
terms “IT value” and “IS business value” are used equivalently. Therefore, IT value or 
IS business value in a company may be created through the relationship of the (1) 
system dependent dimension, (2) user dependent dimension, and (3) business dependent 
dimension. Table 2 describes the understanding of value for each dimension in detail.
Table 2. Dimensions of IT value
Dimension Understanding of Value
System dependent 
dimension
Value "added to the organisation as a result o f the system characteristics. This 
value may be reflected in measures such as accuracy, response time, downtime, 
semantic quality, timeliness, etc. ”
User dependent 
dimension:
Value “added to the organisation as a result o f user characteristics. User 
characteristics include skills and attitudes that may result in effective or 
ineffective use o f the system.”
Business dependent 
dimension
Value “added to the organisation as a result o f business factors such as 
alignment between system and business goals. This value may be reflected in 
the realisation of business goals.”
Source: Cronk and Fitzgerald (1999, p. 46)
The value of IT investments is always a concern of the management boards. It is 
difficult to measure the value of IT (Feeny & Willcocks, 1998b; Hardy, 2006).
However, Hardy (2006) states that managing the actual costs and the ROI of IT 
investments can support an effective value delivery. Value can be created by ensuring 
an IT infrastructure that enables the organisation to grow by “breaking into new 
markets, increasing overall revenue, improving customer satisfaction, assuring customer 
retentions, and driving competitive strategies” (Hardy, 2006, p. 56)
2.3.3.3 Risk management
Senior managers must be aware of the risk that the IT systems bring into the 
organisation. They should understand the organisation’s acceptance level for risks and 
make risks transparent (CoBIT 4.1, 2007). For example, the “Sarbanes-Oxley Act of 
2002” (SOA) forces many corporations to demonstrate good corporate governance 
(Hardy, 2006). In addition, shareholders, employees and customers require the board to 
embed accountability into the enterprise by ensuring that there is transparency about 
significant risks and that policies about risk-taking and risk-avoidance are implemented 
(Brown & Nasuti, 2005). Especially in outsourcing arrangement, risk issues become 
very important, because more and more business-relevant functions are subject to
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outsourcing. Bad outsourcing decisions and failures in the outsourcing process can have 
significant negative business impact on the organisation (Gilley & Rasheed, 2000).
2.3.3.4 Resource management
Resource management deals with the optimal investment in critical IT resources, but is 
also about the proper management of those resources. Such resources are, for instance, 
applications, information, infrastructure, employees and supplier (CoBIT 4.1,2007). In 
order to successfully implement an IT strategy, the executive board must ensure that 
appropriate methods and skills exist in the organisation. In addition, benefits must be 
real and achievable. Besides human resources, the management of all aspects of 
resources is important including process management, project management, 
procurement, plant maintenance and contracting (Hardy, 2006).
2.3.3.5 Performance measurement
Performance measurement tracks and monitors the implementation of the strategy, the 
project completion, usage of resources and delivery of services. According to Kaplan 
and Norton (2003), the balanced scorecard can be used not only to measure traditional 
financial performance, but it can also be supplemented with measures concerning 
customer satisfaction, internal processes and the ability to innovate. The balanced 
scorecard can be used to set up effective measurement metrics for IT functions and tasks 
(CoBIT 4.1, 2007). Hardy (2003) states that board members should ensure that 
reporting via balanced scorecards addresses enterprise contribution, user orientation, 
operational excellence and future orientation.
2.4 Capabilities o f  a firm
2.4.1 Literature on resource-based view and capabilities
The literature on resource-based view and capabilities is characterized by two trains of 
thoughts (Ethiraj et al., 2005). Some authors (Barney, 1991; Peteraf, 1993) define the 
firm’s resources broadly and argue that they “include all assets, capabilities, 
organisational processes, firm attributes, information, knowledge, etc.” (Barney, 1991, 
p. 101). Strategic management is heavily influenced by the understanding of the sources 
of sustained competitive advantage. Barney (1991) focuses on the relationship between 
a firm’s resources and sustained competitive advantage and argues that sustained
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competitive advantage derives from the resources that a firm controls that are valuable, 
rare, imperfectly imitable, and not substitutable. These resources enable the firm to 
implement strategies to improve efficiency and effectiveness. Competitive advantage 
arises through implementing a value-creating strategy which is not implemented by any 
another company or competitor at the same time. In addition, if other companies or 
competitors are not able to implement the same strategy and, therefore, cannot duplicate 
its benefits, then this strategy is considered a source of sustained competitive advantage 
(Barney, 1991).
Some authors (Amit & Schoemaker, 1993; Grant, 1991; Teece, 2007), however, clearly 
separate between resources and capabilities of a firm. They argue that “resources consist 
[...] of know-how that can be traded, financial or physical assets, human capital 
etc.. .[but] capabilities [...] refer to a firm's capacity to deploy resources”(Amit & 
Schoemaker, 1993, p. 35). Therefore, capability can be defined as the ability to do 
something (Rush et al., 2007).
Although there is a variety of literature about resources and capabilities, the question is 
where and how the capabilities emerge and how they influence firm performance. 
Despite the large amount of research about the capabilities of a firm (Barney, 1991; 
Nelson, 1991; Wernerfelt, 1984) there is limited understanding of where capabilities 
come from and what is necessary in investments of resources (i.e. money, time and 
managerial efforts) to build them (Ethiraj, et al., 2005). The application of capabilities is 
mostly found when using technology for strategic advantage. In relation to that, Cohen 
and Levinthal (1990) introduce the concept of absorptive capacity as the “ability to 
recognize the value of new, external knowledge, assimilate it, and apply it to 
commercial ends” (Cohen & Levinthal, 1990, p. 128). Furthermore, Howard et al 
(2007), argue that capabilities can be generated through the underlying knowledge and 
experience base of the firm. They extract four capabilities from previous research that 
conceptualize absorptive capacity:
■ Acquisition -  searching for new knowledge
■ Assimilation -  understanding new knowledge
■ Transformation -  matching new knowledge to the firm’s issues and existing 
knowledge
■ Application -  implementing new knowledge in the firm
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According to Martin et al (2003), acquisition capability is the firm’s dynamic capacity 
(e.g., speed, intensity, etc.) to spot and obtain external knowledge and assimilation 
capability is the firm’s organisational ability, (e.g., defined routines and processes) that 
allow it to understand the acquired knowledge. The transformation capability is the 
firm’s ability to develop and fuse acquired with existing knowledge and application the 
capability to exploit the new knowledge, which means that capacity and routines are in 
place to use the acquired and transformed knowledge to improve, build on and leverage 
existing learning competencies (Ethiraj, et al., 2005; Rush, et al., 2007).
According to Zollo and Winter (2002) and Ethiraj et al (2005), capabilities may, 
however, not only be a result of collected and transformed experiences and learning-by- 
doing. Furthermore, capabilities are also a result of well-planned investments in the 
structure and systems of the firm to make steady improvements in its routines and 
processes. This means that firms aim to improve their operating processes through 
continuously learning from prior experiences of self or others and incorporating the 
understood lessons to make improvements in practices or introduce formal processes to 
manage the improvement efforts. Ethiraj et al (2005) summarize that it is important to 
show that capabilities (1) involve the deployment of resources, (2) tend to evolve over 
time to reflect the joint effects of learning-by-doing and the firm’s investments in 
making improvements, and (3) are hard to imitate or easily acquire.
Ethiraj et al (2005) state that an approach to see the development of technological 
capability in a firm is using a set of “punctuated equilibrium” (Ethiraj, et al., 2005, p. 
225). Firm start with a poor set of capabilities, but when they acquire more complex 
ones, they also need a richer set of capabilities to effectively deal with them. Ethiraj et 
al (2005) discuss four archetypes to characterize four statuses of capability achievement 
in a firm. The four archetypes are summarized in Table 39, Table 40, Table 41, and 
Table 42.
Basically, the awareness, the usage and the development of capabilities increase from 
type 1 to type 4: Firms referred to as type 1 are labelled “unaware” or “passive”, 
because they are unaware about the need for technologically advancements in an 
economic environment that needs technological know-how to survive. Firms referred to 
as type 2 are labelled “reactive”, since they recognise the need and challenge of change 
and continuous improvement in technological capabilities. However, often they do not
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know how to approach the change process. Type 3 firms are aware o f necessary 
technological changes and are able to implement them. They are capable of successfully 
completing new projects using a strategic approach to the continuous innovation 
process. Firms referred as type 4 are in possession of well-developed sets of 
technological capabilities. They are named “creative”, because they can adopt a 
proactive approach when exploiting technology for competitive advantage (Rush, et al., 
2007).
2.4.2 Resource-based view and capabilities in IS management
The concept of resource-based view and capabilities can also be applied to IS 
management. According to Tarafdar and Gordon (2007), IS resources can be divided 
into three categories: technical, human, and intangible. Technical resources are the 
platform on which IS are built. They provide the infrastructure for information 
management. Human resources that are related to IS consist of the skills of the IS 
professionals (e.g., technical, innovation, experimentation, business, management and 
communication skills, etc.). Intangible IS resources include the knowledge assets, 
customer orientation, flexible IS culture, vendor, end user and top management 
relationships, and partnerships between IT and business units.
The development of competencies is triggered through the application of combined 
resources to create specific organisational abilities. Therefore, competence is the firm’s 
“capacity to deploy resources, usually in combination, using organisational processes, to 
effect a desired end” (Amit & Schoemaker, 1993, p. 35) and it represents a set of skills 
and technologies rather than a sole skill or technology. It is the ability to deploy firm 
specific resources to accomplish a given task (Peppard & Ward, 2004; Teece et al., 
1997). This means that “an IS competency is created when processes and structures are 
applied in non-transparent and inimitable ways to combinations of IS resources, to 
develop specific abilities for accomplishing IS-related organisational tasks” (Tarafdar & 
Gordon, 2007, p. 4).
Organisational capability refers to the strategic use and deployment of competencies to 
achieve given organisational goals (Teece, et al., 1997). Therefore, IS capabilities are 
what the business can achieve through strategic use and deployment of IS competencies 
to achieve given IS goals (Peppard & Ward, 2004). In his study, Bharadwaj (2000) 
defines IT capabilities as the organisation’s ability to assemble, integrate, and deploy
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valued IT resources to successfully support business strategy. IS/IT capabilities can 
effectively help a company to react to market changes and create sustained competitive 
advantage. In fact, Bharadwaj (2000) highlights an association between company 
success and IS/IT capabilities. His results indicate that companies with high IS/IT 
capabilities tend to outperform a control sample of companies on a variety of profit and 
cost-based performance measures, which in turn indicates that such companies create 
competitive advantage. Tarafdar and Gordon (2007) focus on administrative 
innovations and analyse the literature on competencies and the resource-based view. 
They analyse the work of several authors for constructs of IS/IT competencies. Their 
summary of the literature is listed in Table 33 and Table 34.
2.4.2.1 IS core capabilities to exploit IT
Feeny and Willcocks (1998a) find that companies need to develop a long-term strategy 
rather than applying a “react and adapt” philosophy. Instead of focusing on IS as core or 
noncore, it must be discussed which of the capabilities are necessary to enable IT to 
cope with the organisation's future demand. They use the resource-based view paradigm 
to identify the key success factors that are required “to underpin the pursuit of high- 
value-added applications of IT and to capitalize on the external market’s ability to 
deliver cost-effective IT services” (Feeny & Willcocks, 1998a, p. 12). The authors 
create a framework for managing the internal information system (IS) function and 
keeping up with the pace of technology change. Feeny and Willcocks (1998a) start from 
three research strands and identify three main areas that the IT function must cover: 
business and IT vision, design of IT architecture, and delivery of IS services.
The development of a business and IT vision needs capabilities that are business and 
strategy-focused, whereas the design of the IT infrastructure requires capabilities that 
cover all efforts to ensure that the business can access the technical capabilities. Finally, 
the delivery of IS services counts on capabilities that ensure that IS can actually deliver 
its services. Based on these three areas, Feeny and Willcocks (1998a) identify nine core 
IS capabilities that are shown in Figure 1.
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Figure 1. Nine core capabilities to exploit IT
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Source: Feeny and Willcocks (1998a, p. 11)
2.4.2.2 IS core capabilities in the context o f SMEs
Feeny and Willcocks (1998b) state that the IS function in a company, which is usually 
the CIO, IT managers and the IT department, can be redesigned around the nine core IS 
capabilities. They identify four “faces” the IS function should have (i.e. business, 
technical, service, and governance face). Figure 2 illustrates the four faces of the IS 
function in an organisation.
The business “face” is concerned with the capabilities that are business-focused. It deals 
with the definition of the strategy, identifies opportunities and defined the IT demand. 
The technical “face” is concerned with the ensuring that the business can access the 
technical capabilities. It deals with IT architecture, technology and integration issues.
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Figure 2 . Four tasks of the emerging IS function
Source: Feeny and Willcocks (1998b, p. 356)
The service “face” is concerned with supply issues and encompasses the understanding 
and use of the external IT/IS market. It monitors the market, starts and develops 
relations to suppliers and manages the contracts. The governance “face” is concerned 
with the IS management strategy, which defines the governance and coordination of the 
organisation’s IT/IS activity. This “face” interacts with all other “faces”, because it 
provides the basic framework for all IT and IS related decisions within the organisation.
Studies indicate that SMEs do not have the resources to cover all “faces” of the IT 
function. They tend to have a smaller number of managers, and they have limited time 
and often limited IT expertise (Cragg et al., 2002; Mehrtens et al., 2001). They also 
rarely have designated IT departments, which makes them less likely to have the same 
level of IS/IT skills in the organisation than those companies that do (Chan & Chung, 
2002). As a result, decisions about the business orientation of the IT, the architectural 
environment and IS management strategy are often made by the general management. 
This leads SMEs to outsource many of the IT-related functions (Pistole & Bragg, 2005; 
Rohde, 2004). Today, suppliers provide a variety of services, making it even more
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attractive to outsource the IT “face” (Pistole & Bragg, 2005). If not the complete IT, 
then often parts of the IT are outsourced.
Outsourcing the IT-related functions can free management to focus on the core business 
functions. Speaking in the terms of Feeny and Willcocks (1998b), SMEs tend to 
outsource the technical “face” so that management can spend more time for the tasks 
related with the business and service “face”. Therefore, their service “face” must be 
well-developed. Previous research (DiRomualdo & Gurbaxani, 1998; Hudson Smith & 
Smith, 2007; Morrissey & Pittaway, 2006; Rohde, 2004) shows that failed outsourcing 
projects are often caused by failure in negotiating contracts that are flexible enough to 
keep up with the changes in the competitive environment. This is because SMEs only 
have limited power and skills to negotiate contracts with large outsourcing vendors. 
They lack the negotiation power and ability to integrate their IT needs into their 
contractual arrangements. Strong focus on the tasks of the service “face” can reduce the 
risk of failure. SMEs can put the focus on the business strategy, which in turn leads to 
competitive advantage. Therefore, the service “face” is especially important for them 
because they must manage the external IT supply efficiently and effectively.
2.5 IT  outsourcing
2.5.1 Literature on IT outsourcing
When discussing IT outsourcing in SMEs, the term “IT outsourcing” itself must first be 
defined. According to Akomode et al (1998), outsourcing is a process in which an 
organisation entrusts some parts or all parts of its organisational tasks to one or more 
external service providers, who are then responsible to supply products or services 
required for internal operations in order to achieve the organisation’s objectives. For an 
organisation where IT is not a core competency, keeping up with constantly growing 
technological inventions and associated IT infrastructure changes can be an ongoing 
challenge. Outsourcing IT services or functions is a possible approach to coping with 
these challenges. Most o f the outsourcing research started after 1990 by a variety of 
authors deals with the basic form of IT or IS outsourcing (Akomode, et al., 1998; Cheon 
et al., 1995; Cronk & Sharp, 1995). However, there is a difference between IS and IT 
outsourcing, because not all IS are IT-oriented, since they existed before computer 
systems were invented (Akomode, et al., 1998). This distinction between IS and IT is 
also supported by Weill and Ross (2004). Today, the outsourcing discussion is mostly
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centred on IT-empowered IS and IS/IT outsourcing is described as the purchase of 
good-quality service that was previously provided internally (Akomode, et al., 1998). 
Often, only certain functions of the IT are outsourced. This process is called out-tasking 
(Pistole & Bragg, 2005). For example, a KPMG survey on Australian IT executives 
showed that the most common tasks to outsource included hardware maintenance, data 
centre operations, applications development and maintenance, network services and 
helpdesk operations (Hurley & Schaumann, 1997).
In the 1990s, the primary motivations for IT outsourcing were (1) reducing costs at 
operational and management levels, (2) improving quality in products and services for 
better competitiveness, (3) sharing risks and responsibilities with suppliers, (4) 
obtaining and maintaining continuously higher technology gains for better performance, 
and (5) attempting to exploit economies of scale and scope of the chosen suppliers 
(Akomode, et al., 1998). However, outsourcing functions with business knowledge were 
not in the focus of the IT managers in the 1997 KMPG study (Hurley & Schaumann, 
1997). Today, the motivation of IT outsourcing has evolved to improving business 
performance. In addition, the growing importance of information and communication 
technologies demands strong IT capabilities and skills from the organisation than they 
currently have available in-house (DiRomualdo & Gurbaxani, 1998). Therefore, IT 
outsourcing becomes increasingly important to close this gap. DiRomualdo and 
Gurbaxyni (1998) find that companies must understand the different types of strategic 
objectives for outsourcing (i.e. IT/IS improvement, business impact and commercial 
exploitation) and the role outsourcing can have in pursuing each one.
Most commonly, IT outsourcing refers to outsourcing and processing services (i.e. 
takeover of data centres, applications, desktops, networks, etc.). The IT outsourcing 
market in Western Europe between 2000 and 2006 showed an average growth of 
14.93% per annum. In Germany, the market more than doubled from €10,736 in 2000 to 
€22,802 in 2006 (Grimshaw & Miozzo, 2006). It developed significantly in the mid- 
1990s. According to the research of Grimshaw and Miozzo (2006), prior to this, captive 
outsourcing was the common form of IT outsourcing, which is giving away IT 
outsourcing to subsidiaries of the own company (e.g., 80% of IT outsourcing revenue of 
Debis Systemhaus came from its parent company, Daimler Chrysler). After 1993, the IT 
outsourcing market in Germany started growing due to increased force of IBMs in the 
German market and the increasing success o f SAP, Germany largest software company.
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Today, in Germany, most manufacturing companies outsource their IT. The 
manufacturing industry in Germany constitutes with 45% the largest part of the non­
captive outsourcing market (Grimshaw & Miozzo, 2006).
The importance of IT outsourcing for SMEs is constantly increasing. For example, the 
results of a recent study on the importance of IT in Swiss SMEs indicate that a typical 
SME operating in the manufacturing industry with 140 employees could “— by means of 
matching it with a cluster of similar companies - [ . . . ]  be characterized by a high level 
of ICT outsourcing" (Schubert & Leimstoll, 2007, p. 49). IT managers of SMEs tend to 
outsource basic IT services, which include user support (i.e. helpdesks), infrastructure 
operations (i.e. desktop services), and network components (e.g., LAN, WAN, etc.); but 
also inventory, software licensing as well as compliance and hardware maintenance 
contracts (Pistole & Bragg, 2005).
2.5.2 Influences on IT outsourcing success
A variety of sources can be found when addressing the area of outsourcing, especially 
IT outsourcing. Table 36, Table 37, and Table 38 summarize key findings, IS roles, 
activities, and needs related to IT outsourcing. Some of the literature also addresses 
SMEs. For instance, Rhode (2004) explored and examined the outsourcing practices of 
small through medium-sized manufacturing organisations. She found that small firms 
tend to make outsourcing decisions on an ad hoc basis, whereas medium-sized firms 
often used a more planned approach that often included external (e.g., legal, etc.) 
advice.
In an exploratory study, Grimshaw and Miozzo (2006) analysed 13 IT outsourcing 
contracts in Germany and the UK. In twelve of these contracts, managers argue that 
advanced IT knowledge of the clients is essential to monitor IT service delivery. 
However, the regulations in the contracts did not always show that companies have this 
knowledge. Different levels of IT knowledge were found. For example, in one contract 
low IT knowledge led to misinterpretation concerning the technical specifications (i.e. 
service level agreements, innovation and software development). In another example, 
some contracts made by managers with low IT knowledge fostered opportunistic 
behaviour by the IT supplier. The data o f Grimshaw and Miozzo (2006) also suggested 
variability in the buyers' knowledge and expertise in designing and facilitating
33
contracts. They find that companies with contract facilitation skill made better contracts 
accordingly.
The studies show that evidence of strong IT and contracting capabilities among some 
companies seemed to provide a basis for better cooperation between suppliers and 
clients and for the effective delivery of IT services. This conclusion is supported by the 
case study work of Willcocks et al (2006) and Willcocks and Feeny (2006). They 
analysed an IT outsourcing transaction at DuPont and argue that after outsourcing 80% 
of its IT budget, DuPont realized it did not have enough management and IT capabilities 
available in-house any longer to effectively manage their IT. Finally, they concluded 
that “getting innovation and business value-added from outsourcing really does need 
organized, pro-active in-house core capabilities being applied to the task” (Willcocks, et 
al., 2006, p. 35).
Research shows that IT outsourcing models need to include service level agreements 
(SLAs) to guarantee service levels regarding network and application availability, 
reliability, and scalability. The SLAs must also include performance measurement 
metrics that not only cover the single organisation, but the complete network of 
suppliers and clients (Bhattacharya et al,, 2003; Grimshaw & Miozzo, 2006; Willcocks 
& Feeny, 2006). Grimshaw and Miozzo (2006) state that official technical standards can 
shape the contracting capabilities of client and supplier organisations, since they 
improve market transparency and facilitate market transactions (e.g., contracts, etc.) 
between buyers and suppliers. Therefore, using a standard (e.g., a framework, etc.) 
could probably help a client company to manage its outsourcing operations.
2.5.3 Reasons for IT outsourcing failures
Devos et al (2008) found that the installation of structured controls during 
implementation of an IS project does not necessarily help to avoid failures in IS 
outsourcing. They experienced a loss of trust to be a very strong, frequent determinant 
for failure, even when structured controls exist. In all of their researched SMEs, 
specified measurable goals performed very poorly in outcome-based contracts. While 
hardware and software were mostly described in detail, real outcomes were only defined 
in very unclear terms. They observed that SMEs often naively interpret their contract as 
fixed-price contracts, although this is not always formally true. Opportunistic behaviour
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is also mentioned by other authors (Lacity & Hirschheim, 1993; Siakas et al., 2006) as a 
risk for IT/IS outsourcing projects.
Whitten and Leidner (2006) analyse the decision to backsource IT or switch vendors. 
They find that service and product quality have little influence on the decision to switch 
vendors. Companies that switched vendors reported almost as high levels of service 
quality as the firms that continued to outsource with their existing vendor. In addition, 
they reported almost as high a level of product quality. However, relationship quality 
seems to have an influence on the decision to switch vendors. A low perception of trust, 
commitment, culture, and communication in relation to the service provider may lead a 
company to switch. By contrast, the decision to backsource the IT seems to be 
influenced by both service and product quality and relationship quality. The findings by 
Whitten and Leidner (2006) indicate that low service and product quality and a bad 
relationship with the provider may play a role in IT outsourcing failure.
2.6 Research model and conceptual framework
Since literature on outsourcing capabilities of SMEs is seldom found, this research 
focuses on identifying a set of capabilities that facilitate the governance of IT 
outsourcing in SMEs. The question is: “What are capabilities that facilitate the 
governance of IT outsourcing and lead to the successful management o f external IT 
resources in SMEs?” To identify these capabilities, the existing literature is used first to 
generate a general conceptual framework (i.e. valid for small, medium, and large 
enterprises). This conceptual framework is then the basis for the research process, which 
is described later in the methodology section of this paper. The goal is to modify the 
conceptual framework and generate an adapted framework that is especially valid for 
SMEs.
IT outsourcing is a process that enables organisations to shift the delivery of IT services 
to third party vendors. However, while the delivery of services is transferred, the 
responsibility for them remains definitely with the organisation. The organisation must 
ensure that the risks are managed, the service is continuously delivered and that the 
value of the service is constant. Therefore, transparency and the ability to make 
decisions must remain in the organisation (Governance of outsourcing, 2005). The 
governance of IT outsourcing is necessary to trigger change and manage the
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implementation, maintenance, performance, costs and control of third-party services. 
Governance consists of a set of responsibilities, roles, objectives, interfaces and 
controls. It is an active process that client and vendor must adopt in order to have both 
an understanding and a constant and effective approach for identifying necessary 
information, relationships, controls and exchanges among all stakeholders. Most 
companies that are involved in outsourcing want to ensure basic control and service 
execution provisions. Even so, one of the main objectives of the outsourcing 
governance process is to ensure stability of service at the proper levels, profitability and 
increased value to sustain the business success of both partners (Governance of 
outsourcing, 2005).
Barney et al (2001) states that the linkage between (corporate) governance and the 
resource-based view offers much promise for research. IT governance is one aspect of 
corporate government; it can help a company to ensure that the necessary IT resources 
are present when they are needed (Barney, 1991; Barney et al., 2001; Weill & Ross,
2004). Therefore, this research applies the theory of the resource-based view (Barney, et 
al., 2001; Teece, et al., 1997) and combines it with the professional views of IT 
governance.
In order to identify capabilities that facilitate the governance of IT outsourcing, the 
author identifies IS capabilities in the literature that are associated with IT outsourcing 
match them with the IT governance domains (i.e. value delivery, resource management, 
strategic alignment, risk management, and performance measurement). However, the 
constructs of IS capabilities (c.f., Table 33 and Table 34) that are found in the literature 
have incoherent terminology. Nevertheless, they also have common characteristics and 
in such a case ,when investigating the impact of the capabilities on the effectiveness of a 
business process or routine, the capabilities that are relevant in the context under 
investigation must be identified (Ray et al., 2004). According to Tarafdar and Gordon
(2007), a number o f strategic management studies (e.g., Henderson & Cockburn, 1994; 
Schroeder et al., 2002) follow this research approach. The process of IT capability 
mapping is illustrated in Figure 3 and explained further below. It has to be clarified that 
Figure 3 is not the theoretical framework, but a suggested mapping of the clustered IT 
capabilities matched to IT governance domains. Going through this process will result 
in the theoretical framework illustrated later in Figure 4.
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Figure 3. Process illustration: mapping of IT capabilities to IT governance 
domains
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•  Audits and Reports
•  Project risk assessment
•  Measuring financial 
relationships
•  Use of a framework
•  Outsourcing process
•  Project management
•  Changes
•  IT performance measurement
•  Build relationships to anticipate 
change
•  IT knowledge
•  Moving quickly to the 
institutionalisation of operations 
and processes
•  Risks management
•  Negotiation skills
•  Technical planning
During the research process, the IS roles, activities, concepts and needs from the 
literature on IT outsourcing (c.f. Table 36, Table 37, and Table 38) that could influence 
the success of outsourcing are first identified. For example, terms that are related to 
“contract management’' (e.g., Feeny & Willcocks, 1998b; Pistole & Bragg, 2005), 
“relationship management” (e.g., Barthelemy, 2003; Kern & Willcocks, 2002; Shi et al.,
2005), and “process management” (e.g., CoBIT 4.1, 2007; Cronk & Sharp, 1995; De 
Boer et al., 2006; DiRomualdo & Gurbaxani, 1998) are expected to influence the 
outsourcing success. After that, the author selects capabilities that previous research and 
professional governance frameworks (e.g., CoBIT, etc.) mention in the context of the IT
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governance domains. For example, besides human resources, the IT governance domain 
“resource management” also covers the management of different aspects of resources 
including process management, project management, procurement, plant maintenance 
and contracting (Hardy, 2006). Therefore, IS roles, activities, concepts and needs 
associated with “process management” are collected in the IT governance domain 
“resource management” and all results with the topic “knowing what to outsource” or 
“informed buying” (Feeny & Willcocks, 1998a, 1998b) are collected within the IT 
governance domain “resource management” and “value delivery” in accordance with 
professional IT governance literature (CoBIT 4.1, 2007; Frohlich & Glasner, 2007). 
Finally, a technique similar to hierarchical clustering is used to categorise IS roles, 
activities, concepts and needs into groups of capabilities.
The identified groups are (1) business-IT linkage, (2) informed buying, (3) contract 
facilitation and monitoring, (4) process management and framework facilitation, and (5) 
relationship building. The linkage o f the groups to the IT governance domains leads to 
the research model that is shown in Figure 4. The identified capabilities then lead to the 
meta-theoretical framework shown in Figure 5 which links them to IT outsourcing 
success.
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Figure 4. Research model: capabilities and IT governance domains
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Figure 5. Meta-theoretical framework
Understanding how to develop a synergistic portfolio o f IT capabilities is important and 
requires that management aligns business with IT strategy (Bowen et al., 2007). 
According to Van Grembergen (2004) and Kearns and Sabherwal (2006), effective IT 
governance requires an integrative and comprehensive set of strategies to encourage 
more general views of the value of IT within the business. In addition, effective 
communication of the IT strategy and its associated policies among all participating 
parties is essential (Weill & Ross, 2004). However, IT decisions in SMEs are often 
made by the management on an ad-hoc basis, with the result that IT-based competitive 
advantage is rather accidental than planned (Rohde, 2004). On the other hand, Levy et 
al (2001) argue that some successful SMEs do plan their development (i.e. growth) and 
their required IS for supporting that development. This view is supported by Churchill 
and Lewis (1983) who argue that successful SMEs have systems available in advance of 
their next stage of development. Especially for mature SMEs, planning is very 
important, because formal systems are likely to be required (Reid & Smith, 1999). 
Kearns and Sabherwal (2006) state that business-IT strategic alignment improves IT 
project planning and also proves useful in preventing or quickly addressing problems in 
IT projects. Managers wanting to improve their IT planning often focus on strategic IT 
plans, but the results of the study of Kearns and Sabherwal (2006) highlight the 
importance of IT project planning and identifying and preventing or minimizing 
potential problems in the implementation of IT projects.
Silva et al (2007) find three research strands for IT alignment in the literature. The first 
conception considers IS alignment as an ideal model which managers should try to 
apply. This “managerial” conception perceives IS alignment as a means for firms to 
increase their profitability. The second research strand sees IS alignment as “emergent” 
and argues that it cannot occur as an automatic response to senior management plans 
and orders. Therefore, by comparing the emergent and managerial research strands,
Silva et al (2007) find that they differ in how they perceive the origin of IS alignment. 
Whereas managerial strand deems it top down, the emergent viewpoint believes it 
bottom up. However, both strands share the opinion that the aim of IS alignment is 
increasing profitability and efficiency. By contrast, the view of the third research strand, 
which Silva et al (2007) call the “critical” view, regards alignment as a leading 
discussion about the dominant ideology of capitalism.
2.6.1 Business-IT linkage
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2.6.1.1 Managerial perspective
The managerial research strand is mainly represented in the literature (Berkman, 2001; 
Cragg, et al., 2002; Feeny & Willcocks, 1998a, 1998b; Henderson & Venkatraman, 
1999; Hudson Smith & Smith, 2007; Kearns & Sabherwal, 2006; Van Der Heijden, 
2001; Willcocks & Feeny, 2006; Willcocks, et al., 2006). The qualities of this viewpoint 
are the precision of the constructs and its validation in a variety o f IS alignment studies. 
According to Henderson and Venkatrama (1999), IS alignment is achieved by covering 
four different domains.
The first and second domains are the portfolio of applications and the configuration of 
hardware. However, both domains are subject to outsourcing, hence not of high 
relevance in SMEs. The third domain is IS processes (i.e. process management) and the 
fourth domain covers IS skills, which is the acquisition of knowledge and training, and 
constant knowledge development and capabilities required to manage and operate the 
information technology structure (Silva, et al., 2007).
2.6.1.2 Emergent perspective
According to Silva et al (2007), IS researchers in the early 1990s were interested in 
strategy and concerned with the question on how to assess strategic alignment. This 
interest was also triggered by sponsored research by companies (e.g., IBM). However, 
the problem with normative concepts (e.g., such as those proposed by IBM) is that they 
consider technology as neutral and passive. Therefore, this research strand proposed a 
new set of metaphors for capturing the hard-to-defme nature of IS alignment.
Actual alignment is created by managers who are acting with care, meaning that 
managers can incorporate the use of IT to organisational tasks through support of 
improvisations and by encouraging specific practices. The emergent perspective also 
introduced the concept of cultivation for understanding strategic alignment. It is the 
relationship between present and prospect strategies and the accumulation of technology 
for covering future needs (Itami & Numagami, 1992). Emergent alignment proposes 
searching for new terms to refer to strategy and technology, and it questions the 
impression that IT can be linked with business just only by making managers aware of 
the benefits of such a linkage. Critically thinking, rather than testing models, is the 
principle in this research strand (Silva, et al., 2007).
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2.6.1.3 Critical perspective
The critical perspective focuses on the objectives of IS strategic alignment rather than to 
concentrate on its domain or in its implementation. Silva et al (2007) cite Scarbrough 
(1997) who criticizes that IS strategy discourse is often motivated by professional IS 
groups to justify IT investments. This is done “ [...] as a response to the dynamics of 
interpersonal competition [...]”  (Silva, et al., 2007, p. 237) The critical perspective 
concentrates on meanings and its effects on individuals by suggesting to examine more 
closely how the discussion about strategy is formulated and “how resources and cultural 
meanings are drawn into its service and what are its effects” (Silva, et al., 2007, p. 237). 
Clearly, the managerial and the emergent perspectives are the most applicable ones for 
this research paper, whereas the critical view rather provides a basis for a philosophical 
discussion. However, that is not the aim of this research paper.
2.6.1.4 Constructs fo r IS alignment
Silva et al (2007) find different interpretations of the construct “IS alignment” in 
professional organisations. In terms of the organisation’s overall strategy and its 
perception by their managers, they see contrasting views in professional and 
entrepreneurial organisations. Various respondents in their study, when asked about 
their interpretation of “IS alignment”, state that their organisation is reactive. They see 
their organisation reacting well and quickly, but always delayed. Other respondents 
state that their organisation tries to be proactive, but finally falls into the reactive 
category. The data of Silva et al (2007) indicates that IS managers regarded business-IT 
linkage as an ideal they should strive to achieve, and they regarded it as their duty to 
achieve it. The main challenge is to identify the exact approach which senior 
management expects its IS employees to adopt. However, alignment concepts are often 
not as detailed as proposed by specific models. For example, Henderson and 
Venkatrama (1999) state precise arrangements for hardware, applications, skills and 
processes. But the survey results of Silva et al (2007) show that some CIOs are not 
aware of such an alignment definition. This can be an explanation for the fact that very 
few organisations achieve IS alignment as prescribed by academics (Luftman & Brier,
1999). Therefore, Silva et al (2007) suggest “the implementation of IS alignment 
models requires IS and other managers to learn in detail and share the meanings of the 
domains of a specific model as a first requirement” (Silva, et al., 2007, p. 251)
42
Willcocks et at (2006) and Feeny and Willcocks (1998a) describe IT alignment (i.e. 
business-IT linkage) as "business systems thinking1”. It is the capability to envision the 
business process that technology makes possible (Willcocks, et al., 2006). Organisations 
that leverage this core capability include IT as an equal partner in their development 
strategy and plans. This means that in organisations with a strong capability in business 
systems thinking, members of the IT function are important supporters and contribute to 
teams that are charged with responsibilities like "business problem-solving, business 
process reengineering, strategic development and delivering e-business” (Feeny & 
Willcocks, 1998a, p. 12). The results from a survey by Kearns and Sabherwal (2006) 
indicate that IT knowledge o f top managers facilitates their participation in strategic IT 
planning and in turn the participation of IT managers in business planning. Both 
behaviours affect business-IT strategic alignment. The results further indicate that 
quality IT project planning and implementation facilitate the relationship between 
business-IT strategic alignment and business effect of IT. Therefore, planning and 
implementation of IT projects when examining the effects of business-IT strategic 
alignment, and shared domain knowledge (i.e. IT knowledge of IT managers) is 
important.
2.6.1.5 Ambidexterity
The management of SMEs is characterized by the existence of fewer senior managers 
(Gray & Mabey, 2005; McAdam, 2000); most SMEs do not have a dedicated CIO role 
and often with SMEs, the owner-managers are involved in the purchasing decisions 
(Morrissey & Pittaway, 2006). Therefore, ambidexterity in both IT and business 
capabilities is important.
According to Tarafdar and Gordon (2007), ambidexterity is the ability to achieve and 
balance operational excellence and strategic vision. Ambidexterity means that an 
organisation has competencies in two aspects and the organisational flexibility to shift 
the balance between them according to internal needs and external conditions. Recent 
literature has applied the concept of ambidexterity at the IS function (Tarafdar & 
Gordon, 2007). For example, Vinekar et al (2006) apply ambidexterity in the context of 
system development and dynamically address differences in key IS project and 
organisational characteristics. They state that through ambidexterity in the
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organisational structure, systems development organisations can benefit from both agile 
and traditional systems development.
Previous research (see Table 33 and Table 34) indicates that not only IT aspects are 
important when dealing with IT outsourcing. The IS function in SMEs is often an add­
on to the business function (e.g., CEO/CIO). Research on the development of the CIO 
role shows that the CIO role tends to merge with the role of the CEO, because IT 
systems became more strategically important over time. Robinson (CIOs rate their roles,
2000) states that a successful IS/IT leader must have broad knowledge of emerging 
technologies and how to apply those technologies successfully to provide a competitive 
advantage for the organisation. The function requires experiences in implementing a 
diversity of business processes and in research methods. However, the ability to balance 
investments in technology and the demands of the company’s various business areas is 
also necessary. The question “What IT topics need to be outsourced in the 
organisation?” is a challenge for a good IT manager in a SME. The task is to find the 
right combination between the challenges of IT architecture design and the delivery of 
IS services. Therefore, the IT leader needs to know how technology works. This 
requires much insight architecture knowledge and pragmatic and short-term orientation. 
On the other hand, it also needs business understanding and the ability to troubleshoot 
problems across the technical supply chain and to identify how to address business 
needs that cannot be properly satisfied by standard technical approaches (Feeny & 
Willcocks, 1998b). A SME ambidexterity in business and IT capabilities should lead to 
better IT outsourcing experiences.
2.6.1.6 Decision making
IT governance covers principle regulations about decision rights, roles and 
responsibilities, and organisation of the IT (Weill & Ross, 2004). The term decision 
rights is defined as the explicitly given right to make decisions. This right can be given 
to single persons or to organisational units. When giving decision rights to 
organisational units, it must also be clear who has the decision rights within these units. 
Decision rights are the foundation of every working organisation and a prerequisite for 
responsibility and accountability (CoBIT 4.1, 2007; Frohlich & Glasner, 2007; Van 
Grembergen, 2004; Weill & Ross, 2004). According to Frohlich and Glasner (2007), the 
definition and the development of decision rights should not focus on the current
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situation of the organisation, but on the organisation’s projects and portfolio 
management. Roles and responsibilities depend on the structure. Weill and Ross (2007) 
chose provocative political archetypes to describe who is making decisions within an 
organisation. They find from previous studies (Weill & Ross, 2004) that most managers 
identify themselves with the following stereotypes: (1) Business monarchy (decisions 
made by top managers), (2) IT monarchy (decisions made by IT specialists), (3) feudal 
(each business unit makes independent decisions), (4) federal (combination of a 
corporate centre and the business unit with or without IT people involved), (5) IT 
duopoly (IT group and one other group, e.g., top management and an IT business unit), 
and (6) anarchy (isolated individuals or small group decision making). It has to be clear 
who is allowed to make decisions and what kind of decisions this person can make. For 
example, SMEs mostly have a small IT department and sometimes no dedicated CIO. 
This is because management of SMEs is characterized by the existence of fewer senior 
managers (Gray & Mabey, 2005; McAdam, 2000). Decisions are often made on an ad- 
hoc basis (Rohde, 2004). Therefore, the political archetype for SMEs could tend to be 
the business monarchy, IT monarchy stereotype or anarchy stereotype. The basic 
questions are “who is making the decision?” and “what IT and business knowledge does 
the decision-making person have?”
2,6.1.7 Strategic IT  orientation
Another influence factor is the orientation elements upon which the outsourcing 
decision is based. The focus of IT outsourcing could either be solely to reduce costs 
without putting too much thought into quality and timely delivery of services. On the 
other hand, if the focus is to increase the role of IT as a strategic partner, then the 
aspects of quality and timely delivery o f services have to be considered. It can also be 
an orientation somewhere between these two extremes.
Figure 6 shows the relationships between the company’s view on IT and the 
concentration of governance activities on costs, quality, and timely delivery of services.
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Figure 6. Governance principles based on the company’s view of IT
Source: Frohlich and Glasner (2007, p. 130)
Being extremely to the left would classify IT solely as a cost factor o f commodity. The 
focus would be achieving transparency of direct and indirect costs. Being somewhere 
in-between would classify IT as a functional part of the company, which is not really 
questioned, but neither are its costs always transparent. However, being on the extreme 
right side would classify the IT as a value-adding element of the company in which the 
company is continuously investing but from which it is receiving measurable business 
benefits in return.
According to Frohlich and Glasner (2007), IT can only add value if managed and 
operated accordingly to the company’s strategic direction. Therefore, this direction has 
to be selected prior to entering an outsourcing deal. Whatever strategic direction is 
selected, the outsourcing contract and the associated governance actions must be in line 
with this strategy to make IT outsourcing successful.
2.6.2 Informed buying
IT management that is profoundly structured and value-oriented should be able to 
identify, procure and deliver all business-required IT services. Therefore, IT-sourcing 
has several perspectives. When introducing a specific service and its procurement (e.g., 
outsourcing), the specific procurement decisions must be made. Factors like physical 
locations, business orientation and strategy, number of providers and financial 
constraints must be considered. Furthermore, monitoring the IT market, defining the 
procurements process (e.g., contract negotiations, etc.) and implementing and evaluating
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the service level agreements are sourcing tasks. Organisations that practise informed 
buying “manage the IS/IT buying strategy that meets the interest of the business”
(Feeny & Willcocks, 1998a, p. 14). They analyse the existing external market for e- 
business and IT services, and also define an appropriate sourcing strategy that solves 
technology issues and meets business strategy. According to Willcocks and Feeny 
(2006), in an organisation that decides to outsource IT functions, the most important 
person behind the CIO is the informed buyer.
2.6.2.1 Outsourcing needs fo r  smaller enterprises
Pistole and Bragg (2005) provide a strategy to improve the IT outsourcing decision­
making for SMEs. They argue that one strategy is not to completely outsource the IT, 
but to leverage selective outsourcing (i.e. IT out-tasking), which can make the 
outsourcing option more attractive. It is important to understand that the cost models of 
the different service providers can differ, because some IT services give higher margins 
to the service providers. Therefore, special bundle offers must be considered carefully, 
unless the client has the opportunity to select the contents of the service bundle. Another 
strategy is to work with the concept o f incremental costs and efficient pricing. Many 
types of resources can only be added in large quantities (e.g., data circuits, software 
licenses, servers, IT staff, etc.). Outsourcing can help a company to add services in 
smaller quantities. Therefore, the goal is to achieve a non-linear cost structure. An 
outsourcing provider can add or reduce resources and staff in small fractions because 
they pool resources across some of their clients. Pistole and Bragg (2005) suggest 
following points for consideration before entering into negotiations with outsourcing 
vendors.
Comparing in-house costs with outsourcing costs. Companies should consider the fully 
actualised in-house costs prior to deciding whether or not to outsource. The calculation 
should include the expected increase or decline of IT and administrative workload over 
the life time of the contract. Normally, it is simpler when the workload is constant. 
However, this is not a realistic preset for calculations. Therefore, a company should 
calculate five scenarios: (1) high growth with 20 per cent, (2) moderate growth with 10 
per cent, (3) no growth, (4) moderate reduction, and (5) high reduction.
Selecting only needed sei'vices. Selecting unnecessary services can make outsourcing as 
expensive as keeping the function in-house. Outsourcing providers today offer a variety
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of choices even for smaller companies. SMEs should go for the best deal, since vendors 
tend to sell small bundles rather than no bundles at all.
Achieving fine granularity. SMEs should put a focus on incremental costs of adding and 
reducing resources in the outsourcing contract. The finer the granularity for changing 
the amount of service ordered, the better it is for the cost structure of the company. 
SMEs should be aware of the costs and discounts for moderate and high increase or 
decrease of the amount of resources requested.
Comparing pricing models. A variety of outsourcing price models is offered on the 
market. SMEs should request and compare different models from the potential vendors. 
For example, pricing models can be per-seat or per-user and might be more expensive 
than a low-priced floating software license.
Understanding one's own situation and the position o f the seiyice provider. Usually, 
outsourcing service providers have a good understanding of the situation of their 
customers, but an even better understanding of their own situation. Therefore, SMEs 
must first learn about their own situation in order to be prepared for negotiations. 
Service providers will preferably present SMEs in worst case positions to sell their 
services. However, often this position is not that extreme and often SMEs are in fact 
able to achieve results in-house cheaper than the service providers point out. Knowing 
one's own costs can help SMEs to negotiate the profit margin of the service providers.
Definition o f the critical success factors. Before entering into negotiations, SMEs 
should define their critical success factors for the outsourcing deal. These factors should 
be communicated to the service providers and termination triggers, costs, and 
obligations discussed and finally included in the contract Besides that, SMEs must be 
aware of the exit costs before entering into the contract. After entering into an 
outsourcing agreement, SMEs should monitor and evaluate the outsourced service 
regularly (see Contact Monitoring and Facilitation). They should also budget as much 
time for management supervision as they budget for work performed by their in-house 
employees (e.g., for weekly status meetings, steering committee meetings, escalation 
handling, etc.).
Staying out when in doubt. The decision to outsource has enormous effects on the 
organisation. Therefore, this step needs to be well-considered even with expert
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knowledge. However, it is usually not an urgent decision to be made because 
outsourcing is not a necessity. SMEs should not agree to terms they do not want and 
instead search for service providers that match their expectations rather than going for 
the first deal.
2.6.2.2 Information needs in the outsourcing lifecycle
Weimer and Seuring (2008) researched the information needs in the outsourcing 
lifecycle and identified four essential questions that are brought up in the research. The 
first question is why a company should outsource. Companies should be aware o f the 
opportunities and risks an outsourcing arrangement could bring and make their 
outsourcing decision accordingly (Harland et al., 2005; Kakabadse & Kakabadse, 
2005).
Secondly, companies face the question as to which functions of the organisation should 
be outsourced. The research in existence focuses on the transaction cost and the 
resource-based theory to construct a theoretical framework for this kind of decision 
(Cheon, et al., 1995; Holcomb & Hitt, 2007).
The third question, according to Weimer and Seuring (2008), should deal with the way 
the outsourcing arrangement is conducted. Companies should work with guidelines 
which are mainly developed by practitioners, who give a recommendation on how to 
proceed in an outsourcing transaction (Atkinson, 2007; De Boer, et al., 2006).
Finally, the forth question is to define the main success factors for outsourcing. The 
company should be clear about the factors that influence their outsourcing arrangement 
(e.g., risks, regulations, etc.) and define those factors before entering the contract 
(Johnsen et al., 2006; Pistole & Bragg, 2005).
2.6.2.3 Understanding the market
Ulkuniemi and Pekkarinen (2005) conducted research on managing competitive 
software component supplier relationships. They found that when buying software, it is 
important to pay attention so as to understand the whole supply market. The author of 
this DBA research paper applies this argumentation and findings to the procurement of 
outsourcing services.
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The outsourcing market is constantly evolving as continuously new services and pricing 
models emerge. From the SME perspective, this makes the identification of potential 
services, pricing models and packages extremely difficult. Therefore, SMEs need to pay 
attention to the whole IT market in terms of new services, inventions, trends, and 
licence and software packages. In addition, SMEs need to pay attention to other 
companies (e.g., competitors, partners, etc.) which are also looking for outsourcing 
services in the same market in order to learn from problems other companies 
experienced' and from mistakes they made.
It is important to adopt a broader view of the scope of purchasing in the outsourcing 
business. More than just concentrating on the development and improvement of the 
buying processes, SMEs need to understand and try to influence the entire outsourcing 
market, and they need to have a close look at the character and development of the 
market. “The broadening of the scope of purchasing from a company’s internal 
purchasing processes towards external issues is thus an important managerial challenge 
for companies trying to succeed [...]” (Ulkuniemi & Pekkarinen, 2005, p. 104).
2.6.3 Contract facilitation and monitoring
Feeny and Willcocks (1998a) define contract facilitation as the responsibility to see that 
existing contracts for delivering services are shaped in a way so that they are successful 
and ensure the continuous delivery of services. Delivering IT service can be very 
complex because many users receive a variety of services from a variety of service 
providers. Therefore, a variety of contracts could exist. Contract facilitation provides a 
single point of contact which should ensure that problems and conflicts are solved 
quickly and in a fair manner. To achieve this, the aim of contract facilitations is to 
create a framework of agreements and relationships. By offering one-stop service 
shopping for business users, contract facilitation could reduce excessive user demand 
and cost overruns with suppliers (1998a) because it enables easier monitoring of the 
usage of services.
The contract theory characterizes a formal contract as an agreement in writing between 
two or more parties. The agreement is perceived or intended as legally binding (Lyons 
& Mehta, 1997). A complete contract is more legally binding because there are more 
clauses that cover more aspects of the relationship. Specific clauses are easier to 
interpret and enforce. Clauses need to be specific to be enforceable. If contracts are
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incomplete 01* unspecific, they are more interpretable, which in turn makes them less 
legally binding (Woolthuis et al., 2005). According to Woolthuis et al (2005), a 
complete contract requires: (1) an intensive knowledge transfer, (2) clauses to safeguard 
intellectual property rights, and (3) spill-over regulations (i.e. guarantee of secrecy, 
penalties on spill-over, restrictions to work with other partners, etc.). In addition, a good 
contract should further include contract duration, project management, responsibilities, 
investments, accountability, conflict resolution arrangements, and the tasks in the case 
of relationship termination.
The quality of the contract has an immense impact on the outcome of IT outsourcing 
efforts. Unspecific contracts are a major reason for the failure of some IT outsourcing 
relationships (Langfield-Smith & Smith, 2003). When closing on a bad contract, the 
client may face the risk that the vendor does not provide at the expected level or 
requests extra compensation for services that are not mentioned in the agreement. A 
good contract helps to balance powers between both client and vendor, and it supports 
the development of a good relationship (Barthelemy, 2003). For example, Langfield- 
Smith and Smith (2003) found that “some managers [...] believed that the lack of detail 
in the contract specifications was a barrier to establishing smooth relationships with the 
outsourcer, particularly at the start of the relationship. These problems related to the 
ambiguous specification of the baseline services that needed to be maintained to achieve 
the fixed payment, and the precise cost that the outsourcers would charge Central for 
those baseline services” (Langfield-Smith & Smith, 2003, p. 300). In addition, the 
absence of performance measures and targets in initial contracts causes problems, 
because partners need to negotiate these parameters over the first few years of the 
outsourcing agreement. Some companies prepare their contract in such a rush that this 
leads to dissatisfaction among managers (Langfield-Smith & Smith, 2003).
According to Barthelmy (2003), a good IT outsourcing contract should have 
preciseness, completeness, and balance. Preciseness is necessary, because unclearly 
defined contracts can result in high IT costs and poor IT service levels. Expected costs 
and performance requirements should be clearly specified in the contract (Saunders, et 
al., 1997). Completeness is essential, because the more eventualities which are covered 
in the contract, the smaller the chance for the vendor for opportunism and the less 
significant is the chance that the vendor will enter expensive renegotiations (Parkhe,
1993). Balance is important, because only equally weighted contracts have longevity.
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Even a contract weighted against the vendor does not put the client into an 
advantageous position, because the vendor might try to win back some value by 
charging extra fees for services (Kern et al., 2002; Kern & Willcocks, 2002).
Contract monitoring helps the organisation to protect its current and future contractual 
position (Feeny & Willcocks, 1998b; Willcocks, et al., 2006). In contrast to contract 
facilitation which helps to make the relationship to suppliers happen, contract 
monitoring works to keep it running. Contract monitoring ensures that the business 
position is secure at all times. This means that suppliers are benchmarked according to 
existing service contracts and according to existing performance standards of the service 
markets (Feeny & Willcocks, 1998a).
2.6.4 Process management and framework facilitation
A process model is an abstract representation of an existing or planned process. Process 
management competency supports IT outsourcing by providing process models to the 
redesign processes and support for those involved in it. IT managers are usually trained 
in process modelling techniques and tools, because IT outsourcing often results in 
process change. The capability process management focuses on the task of process 
design and on the use of an appropriate tool to ensure that the processes are 
implemented in the organisation (Tarafdar & Gordon, 2007).
Process management tasks include the design of service management processes for the 
delivery of desktop support services, process and procedure management, management 
of incidents and problems, and the implementation and communication of service level 
agreements between all service providers. In addition, it includes the user requirements 
and the management of push (supplier to client) and pull services (client to supplier).
For instance, the existence of service level agreements and their level of detail and 
processes for asset management are indicators for good process management. Asset 
management supports the organisation to keep track of its assets. It should be managed 
using contract schedules, service level agreements, policies and support processes (e.g., 
automated workflows, benchmarking and communications activities, etc.). This, 
includes having a repository of equipment (i.e. hardware, software, etc.) including the 
equipment details, location and configuration management (Governance o f outsourcing, 
2005).
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Service level agreements (SLAs) are the basis for the management of the IT outsourcing 
arrangement. SLAs must be defined in a way that makes them measurable and 
comparable over time (Governance of outsourcing, 2005), and they should include, 
besides a definition of the services provided and the associated measurement metrics, 
acceptable and unacceptable service levels, the liabilities on both sides and the actions 
to be taken in specific situations (Marilly et al., 2002).
According to Davenport (2005), organisations need a set of standards for process 
activities in order to communicate efficiently when discussing outsourced processes and 
Barney et al (2001) state that even though it seems that corporate governance, by itself, 
cannot be a source of competitive advantage, the “failure to implement the correct 
governance in a situation can lead firms to not fully realise the benefits of the sources 
they control” (Barney, et al., 2001, p. 632). This means that the necessary resources of a 
firm may be present, but the firm may fail to utilize these resources, because a 
governance system that suggests and monitors necessary managerial actions is 
insufficient or missing.
Most of the SMEs are either type 1 or type 2 (see Table 39) firms in terms of capability 
development. However, Cragg et al (2002) find that many small manufacturers achieve 
a high degree of alignment between IT and business strategy. They do not find an 
answer as to how this alignment was achieved. Nevertheless, their finding supports the 
notion that some sort of IT planning does exist. This could be an indicator that a basic 
form of IT governance is practised in some companies. In fact, the facilitation of a 
strategic framework is a characteristic for companies that have well-developed 
capabilities (Ethiraj, et al., 2005). Planning the IS organisation is a task of IT 
governance and the use of a framework to govern IT operations could facilitate IT 
outsourcing.
The implementation of process management objectives (e.g., service level agreements 
and asset management) can be supported by a framework. IT governance frameworks 
are formal systems to implement such objectives in an organisation and there are several 
frameworks that ease the implementation of IT governance. Most of these frameworks 
deliver best practice approaches to manage the IT infrastructure and processes within an 
organisation. Therefore, these frameworks are practically-oriented and prescriptive.
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Some of the frameworks emerged from other areas than IT (i.e. finance, quality 
management, security management, etc.).
Although a variety of IT governance frameworks exist (see Table 35), the Control 
Objectives for Information and related Technology (CoBIT) framework and the IT 
Infrastructure Library (ITIL) are the most popular frameworks which cover all areas of 
IT governance in an organisation. Both can be aligned with almost every other 
framework.
CoBIT was first released 1996 by the ISACA. The framework is now available in its 
latest Version 4.1 (CoBIT 4.1, 2007). It supports IT governance by providing a 
framework to cover all five IT governance domains, and hence, to ensure that (1) IT is 
aligned with the business, (2) IT enables the business and maximizes benefits, (3) IT 
resources are used effectively, (4) IT risks are being managed appropriately, and (5) the 
IT and related services are monitored appropriately. As a framework and supporting 
tool set, CoBIT allows managers to bridge the gap between IT control requirements, 
technical issues and business risks (Aligning COBIT, 2005).
CoBIT enables the development of clear policies and good practice for IT control 
throughout the organisation, because “CoBIT has become the integrator for IT good 
practices and the umbrella framework for IT governance that helps in understanding and 
managing the risks and benefits associated with IT” (CoBIT 4.1, 2007, p. 8).
The CoBIT framework offers action-oriented and generic guidelines to support the 
management in getting an organisation’s information and related processes under 
control, monitoring the achievement of organisational goals, monitoring the 
performance within each IT process, and benchmarking organisational achievement 
(Hardy, 2006). CoBIT categorizes the IT-related activities and risks into four domains 
that are ordered according to the IT life cycle model (i.e. plan, build, run, and monitor).
The four CoBIT domains are accordingly named: (1) Plan and Organize, (2) Acquire 
and Implement, (3) Deliver and Support, and (4) Monitor and Measure. These four 
CoBIT domains should not be mismatched with the IT governance domains (i.e. 
strategic alignment, value delivery, risk management, resource management, and 
performance measurement). Figure 7 shows all CoBIT domains and its top level 
objectives.
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Figure 7. CoBIT framework domains and objectives
PIAN \M ) ORGANIZE
Oefine a strategic IT plan 
Define the information architecture 
Determine technological direction 
Define the IT processes, organization and 
relationships
Manage the IT investment
Communicate management aims and direction
Manage IT human resources
Manage quality
Assess and manage IT risks
Manage projects
z \
M ONITOR A M ) EYA Ll A l  l.
Monitor and evaluate IT performance 
Monitor and evaluate internal control 
Ensure compliance with external requirements 
Provide IT governance
AC Ql IRI A M )  IM PLEM EN T
Identify automated solutions
Acquire and maintain application software
Acquire and maintain technology
infrastructure
Enable operation and use
Procure IT resources
Manage changes
Install and accredit solutions and changes
DELIVER AND SI PPORT
Define and manage service levels 
Manage third-party services 
Manage performance and capacity 
Ensure continuous service 
Ensure system security 
Identify and allocate costs 
Educate and train users 
Manage service desk and incidents 
Manage the configuration 
Manage problems 
Manage data
Manage the physical environment 
Manage operations
Source: ITGI (CoBIT 4.1, 2007)
2.6.S Relationship building
For an organisation, it is important to identify the potential added value of IS/IT service 
providers, because the biggest threat when outsourcing IS/IT is the substantial switching 
cost (Feeny & Willcocks, 1998b). Given the long durations of outsourcing projects, the 
implementation and migration require considerable organisational efforts. Therefore, the 
organisation should have an interest in the development of its current suppliers to 
maximize their contribution. A goal should be a long-term relationship and the creation 
of “win-win” situations (Feeny & Willcocks, 1998a). To achieve this goal, relationship 
building is very important. However, whereas Feeny and Willcocks (1998a) focus on 
the internal relationship between business management and the IT management, the 
author of this study focuses on the relationship between the client and the supplier.
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Kern and Willcocks (2002) used the interaction approach of the Industrial and Market 
Purchasing Group (IMP Group) to explore the relationship in IT outsourcing. The 
approach focuses on the short-term episodes and general long-term interaction in 
supplier-buyer relationships and uses four main groups of variables that describe and 
influence the interaction: (1) the elements of the interaction process, (2) the parties 
involved (i.e. organisations and individuals), (3) the environment within which the 
interaction takes place, and (4) the atmosphere affecting and affected by the interaction. 
Kern and Willcocks (2002) find that especially the “interaction processes” and the 
“atmosphere” provide a very useful set o f constructs in the area of IT outsourcing 
relationships.
2.6.5.1 The interaction processes
The interaction processes include (1) the exchange of services, (2) financial exchange,
(3) information exchanges, (4) social exchanges, and (5) dynamic relationships (Kern & 
Willcocks, 2002). This chapter describes the five processes in detail.
The core interaction process between client and service provider in IT outsourcing is the 
exchange of services. Therefore, the service requirements must be carefully described 
and listed. Usually service level agreements manage the requirements of the services 
and their fulfilments are usually very closely monitored. Kern and Willcocks (2002) 
discovered in their study that, depending on the outsourcing intent, customer focus was 
on cost reductions, services delivered, service improvement, specific projects, new 
technology, and user satisfaction.
The focus of the financial exchanges is, of course, on payments to the vendor, since 
SMEs tend to have limited financial resources, or they invest their financial resources 
mostly into their core business (Beck & Demirguc-Kunt, 2006; Churchill & Lewis, 
1983). They need to have complete access to the cost figures and pricing schedules of 
the vendors to ensure clarity of costs. Often this access is part of the contract (Kern & 
Willcocks, 2002).
Information exchange uses modern telecommunications methods and contractually 
agreed-upon arrangements for regular meetings and report exchanges (e.g., service 
performance reports, accounts, payment schedules, change requests, projects, etc.). 
According to Kern and Willcocks (2002), the method of information exchange varies
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between formal and informal. Whereas formal information exchanges focus more on the 
vendor reporting the supply of services within the performance measures, informal 
exchanges focus more on open discussions to solve problems. However, discussions and 
meetings can vary between formal and informal issues, based on the kind of information 
exchanged.
Social exchange is not a process that can be “installed”. Closer ties have to be 
established in order to make social exchange happen. Often trust is an important issue. 
(Siakas, et al., 2006). Kern and Willcocks (2002) found that it is essential for the 
employees to know the persons of the vendor they are dealing with. “It seemed that the 
better client managers got to know their partnering managers, the better the overall 
relationship worked” (Kern & Willcocks, 2002, p. 10). However, the authors also note 
that too close relations between individuals can negatively influence the outsourcing 
success. For example, when two persons work together for a long time, they might get 
to be too close together for too long. This results in a situation where those two persons 
are the only ones who understand what is going on and, unless managers are present, 
some problems cannot be solved. Nevertheless, answers from both clients and suppliers 
suggest that arranging social activities is a useful means to promote closer relations.
Dynamic relationships result from a process of long-term institutionalisation and 
adaption. The research from Kern and Willcocks (2002) shows that better client- 
supplier relationships usually start formally using detailed mechanistic exchange. This 
exchange becomes refined and adjusted as confidence and trust evolved along with a 
way of working together after the transition phase is over, and the IT outsourcing 
relationship becomes more mature. Understanding the business and the processes of the 
client seems like the only way supplier can adjust to suit the client.
2.6.5.2 Atmosphere
The relationship’s atmosphere includes issues like commitment, co-operation, control, 
power and dependency, conflict and trust. According to Kern and Willcocks (2002), 
each of the issues affects the relationship equally. They found the issue of commitment 
to arise very early, beginning in the vendor selection phase. Then the commitment was 
formalised by signing the contract. An indicator for commitment could be the amount of 
time spent in the contracting phase. But research shows that, although there is a
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contractual agreement, the contracting partners need more commitment than agreed on 
in the contract.
The principle of co-operation is evident in the way how both parties handle the 
outsourcing deal and work with each other. There needs to be a balance between 
flexibility and contractual rigorousness. For example, an important aspect of a good 
relationship is a flexibility which allows people to make mistakes without penalization, 
but with the co-operation and support of the other party to solve the problem (Kern & 
Willcocks, 2002).
It is natural in all relationships that some sort of conflicts or problems may arise. 
Therefore, the way conflicts are solved also has an influence on the IT outsourcing 
relationship. Sources of conflict can be day-to-day problems and operational, cultural 
and contractual problems.
Trust is very important for an existing relationship, Langfield-Smith and Smith (2003) 
examine how control mechanisms and trust are used to achieve control in outsourcing 
operations. They mention that three definitions of trust are relevant to managing 
outsourcing: (1) contractual trust, (2) competence trust, and (3) goodwill trust. 
Contractual trust is based on moral standards and honesty. Honesty and openness 
usually evolve primarily between the individuals handling the IT outsourcing deal. Only 
with openness can discussions about problems and difficulties happen. Honesty, on the 
other hand, is important when things go wrong. There has to be a working context that 
allows admission that there is an issue requiring immediate attention. Competence trust 
relates to the vendor’s ability to perform according to the specified contract 
(Nooteboom, 1996). It focuses on perceptions of ability and expertise and is something 
the vendor has to “earn” over the time through good performance, since trust does not 
exist from the beginning (Kern & Willcocks, 2002).
Goodwill trust can be defined as the perception o f a partner’s intention to perform in 
accordance with the contract (Langfield-Smith & Smith, 2003; Nooteboom, 1996). 
Goodwill trust is related with integrity, responsibility and dependability (Das & Teng, 
2001; Langfield-Smith & Smith, 2003).
Power and dependency are also a part of the relationship atmosphere between vendor 
and client. For the client, having control is very important. Research shows that
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especially important is the control over what they want to have done, when it has to be 
done, and the agreed price. In addition, the clients have the expectation that they can 
change their mind at a later stage. However, they must be aware that in IT outsourcing, 
this control depends merely on the vendor. Therefore, dependency can be a result of IT 
outsourcing. The client depends on the services delivered by the vendor and this 
dependency can only be handled with trust (Kern & Willcocks, 2002).
2.6.6 IT outsourcing success
IT outsourcing success refers to the general organisational advantages from IT 
outsourcing. Grover et al (1996) state that IT outsourcing is motivated by the strategic, 
economic, and technological benefits. Therefore, the success of outsourcing can be 
assessed by the level of achievement of these benefits.
Strategic benefits refer to the ability of a company to focus on its core business due to 
IT outsourcing. This means, that IT outsourcing should help the company to focus on 
the strategic use of IT and an enhancement of its IT competences and expertise through 
contractual agreements with the supplier. Economic benefits refer to the ability of a 
company to manage its cost structure and to utilize the know-how and economies of 
scale in the human and technological resources of the service provider through 
unmistakable contractual formulations. Finally, technological benefits refer to the 
ability of a company to avoid the risk of technological obsolescence as a consequence of 
dynamic changes in IT and the ability to gain access to the latest IT (Goo et al., 2008; 
Grover, et al., 1996; Lee & Kim, 1999).
2.7 Summary o f the literature review
The literature review aimed to link actions and tasks in IT governance with the actions 
and tasks in IT outsourcing by using the paradigm of the resource-based view. It 
established a link between IT governance domains and IS capabilities to identify 
capabilities for the governance of IT outsourcing in SMEs.
In the first part of this literature review, a number of areas were discussed that are 
covered by current and past research. These included research areas like SMEs, 
corporate and IT governance, resource-based view and IT outsourcing.
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The second part of the literature review introduced the conceptual framework and the 
proposed research model. It described the approach to identify capabilities that facilitate 
the governance of outsourcing: important IT outsourcing capabilities found in the 
literature were identified and matched with the five IT governance domains. This 
process highlighted five capabilities that could facilitate the governance of IT 
outsourcing: (1) business-IT linkage, (2) informed buying, (3) contract facilitation and 
monitoring, (4) process management, and (5) relationship building. Finally, each 
identified capability was conceptualised and described.
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3 Methodology
3,1 Research paradigms
Paradigms are models with which researchers can affiliate themselves, and they play a 
fundamental role in science (Thietart, 2001). They are frameworks in which further 
models are developed. In business, paradigms are a set of rules and regulations which 
establishes or defines boundaries; and it tells the entities how to behave inside those 
boundaries in order to be successful (Barker, 1992; Huitt, 1999).
In business and management research, often principles and premises from social 
sciences are applied to management science. Social science is characterized by two 
main epistemological positions: the positivism and the phenomenology. Each paradigm 
sees a different way of how knowledge is generated and each paradigm uses a different 
approach to research design.
In the positivist paradigm, there are independent causes that lead to the observed effects 
(Remenyi et al., 1998) and knowledge is created through discovery of the reality. The 
researcher assumes the role of an objective analyst (Saunders, et al., 2002), who makes 
independent interpretation about data that is collected in a value-free, unbiased manner. 
From the positivisf s viewpoint, the research design will be focusing on examining the 
facts. The researcher will identify inconsistencies or gaps in existing theories or 
between theories and facts and then formulate a research problem in order to discover 
the underlying reality structure (Thietart, 2001). In the research process, the problem is 
external to the scientific activity. This allows the researcher to differ clearly between 
scientific and non-scientific knowledge through the application of validity criteria. Karl 
Popper introduced one of the central elements o f positivism: the validity criteria 
“refutation” (Remenyi, et al., 1998). Popper argues that an idea which cannot be 
falsified cannot not be regarded as scientific either, because it is impossible to collect all 
relevant evidence to prove an idea 100% correct. However, it is always possible to 
disprove a scientific idea and if this happens, the idea should then be abandoned.
Unlike positivism, phenomenology does not consider reality as objective, but instead 
focuses on the influence of the subject or researcher on the research object (Remenyi, et 
al., 1998). Each situation is seen as unique and its meaning is a function of the
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individual involved. Therefore, subject and object are dependent of each other. The 
degree of dependence characterizes two positions of phenomenology: interpretativism 
and constructivism.
In interpretativism, the world does not consist of one reality, but of many realities. The 
world must be discovered holistically through interpretations and the external 
knowledge objective does not influence the research process. Furthermore, the research 
process consists of the development of an understanding of the reality of the subjects 
studied. This understanding grows through the experience of the relationship between 
the research subjects and the objects (Thietart, 2001). Both the interaction and the 
development of the understanding lead to the research problem. The validity criteria for 
interpretativism are related to trustworthiness: (1) approved credibility, (2) 
transferability to other contexts, (3) dependability on factors of instability and on factors 
of design-induced change, and (4) conformability o f the data.
In constructivism, reality remains unknowable, because it is impossible to reach it 
directly. It does not exist and must be constructed through research. Research starts 
when the need to alter traditional models of response is identified. After that, a research 
project is produced, which is always linked to the intentions and goals of the researcher. 
Since every situation is seen as unique, a constructivist neither accepts nor rejects 
hypotheses, because the hypotheses exist in themselves (Thietart, 2001). Therefore, an 
operative representation of the reality is constructed. According to Thietart et al (2001), 
the validity criteria for constructivism research are adequateness (the knowledge fits in a 
given situation) and teachability, in which knowledge can be replicated, is transparent, 
and can be constructed.
3.2 Research methods
Inductive research takes into account the context in which the events are taking place. 
Therefore, in inductive approaches, a study with a small sample sometimes could be 
more appropriate than large scale samples that are often used in deductive approaches. 
Researchers in this custom are more likely to use qualitative data and a variety of 
methods to collect as much evidence as necessary to establish different views of the 
phenomena (Saunders, et al., 2002). However, quantitative research methods can also be 
of value. This chapter explains important research methods and discusses the
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advantages and disadvantages of each approach. It also describes the reasons for 
selecting the research methods for this study.
3.2.1 Quantitative research
Positivism seems to be the dominant research paradigm in IS research (Dube & Pare, 
2003) and, according to Miles and Hubennan (1994), positivism seems also to be 
associated with quantitative research. Patton (2002) states that quantitative methods 
require standardised measures, and Remenyi et al (1998) describe four basic steps in 
quantitative research: conducting literature review, (2) assessment of established 
theoretical frameworks, (3) development o f a theoretical conjecture, and (4) formulation 
of hypotheses. Quantitative data is often collected using experiments or questionnaire- 
based surveys, where sampling is important. For instance, statistically significant 
procedures like random, quota or stratified sampling are primarily used (Easterby-Smith 
et al., 2001). The data is analysed with statistical techniques to either support or discard 
a formulated hypothesis. While quantitative methods can maximize generalisability, 
they also reduce the level of precision and realism of the research context (Saunders, et 
ah, 2002).
3.2.2 Qualitative research
Several authors (Benbasat et al., 1987; Dube & Pare, 2003; Eisenhardt, 1989; Yin,
1994) argue that positivism is not solely linked to quantitative research and qualitative 
research, and, when properly conducted, can also contribute to the positivistic body of 
knowledge. Qualitative methods are “an array of interpretative techniques, which seek 
to describe, decode, translate and otherwise come to terms with the meaning, not the 
frequency, of certain more or less naturally occurring phenomena in the social world” 
(Easterby-Smith, et al., 2001, p. 71). The main task of qualitative research is, therefore, 
to describe the ways “people in particular settings come to understand, account for, take 
action, and otherwise manage their day-to-day situations” (Miles & Huberman, 1994, p. 
7). Qualitative research methods are often used in the social sciences to allow 
researchers to study cultural or social phenomena.
Remenyi et al (1998) state that qualitative research is “based on evidence that is not 
easily reduced to numbers. In some cases, the evidence cannot be reduced to numbers 
and any attempt to do so would not be useful. Then statistical techniques are not
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sensible and hermeneutic approaches are preferable” (Remenyi, et al., 1998, p. 288). 
According to Miles and Huberman (1994), the strength of qualitative data is in their 
richness and holism due to the focus on a specific case that is embedded in its context. 
Furthermore, qualitative research is advocated to be the best strategy for studying new 
areas and for developing hypotheses.
There are many strategies that can be followed. For example, according to Saunders et 
al (2002), the different qualitative strategies can be categorized into four categories: (1) 
understanding the characteristics of language, (2) discovering regularities, (3) 
comprehending the meaning of text and action, and (4) reflection. These categories 
indicate that there are a variety of approaches to qualitative analysis. The first two 
categories are associated with analytic strategies. They require greater structure and 
given procedures for analysis than the second two categories.
Qualitative research uses a variety of qualitative data and draws on a diverse nature of 
qualitative analysis methods. Action research, case study research and ethnography are 
some examples of qualitative methods. Qualitative evidence can be derived from verbal 
testimonies, written reports or audio and visual images that could be collected in the 
form of interviews. Therefore, it is important to decide on the range of evidence that 
will be collected in the research project. The number of case studies or structured 
interviews that are required to ensure that the findings are valid and significant must be 
defined (Remenyi, et al., 1998). Sometimes a single case can be enough to enable the 
researcher to add to the body of knowledge, but sometimes there must be more cases 
studied to allow the research to draw some generalisations about the phenomenon under 
investigation. A very comprehensive case study, however, can significantly add to the 
body o f knowledge, because it can establish that a phenomenon indeed exists.
According to Remenyi et al (1998), the qualitative research process starts with a 
literature review to assess the established theoretical frameworks. If the frameworks are 
not strong enough to explain the phenomenon under investigation, then the researcher 
can draw a grounded theory about the phenomenon. If the frameworks are reliable and 
explain the phenomenon, then they can be applied. The next step of the process is 
collecting data. The data is used to generate a primary narrative that in turn leads to a 
higher order narrative. Finally, the results should lead to the development of hypotheses 
or an empirically generalized formulation (i.e. a paradigm).
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Since the 80s, there is a growing interest in the use of qualitative methods. Today, the 
case study strategy seems to be commonly used in the administrative and IS-related 
field because it attempts to understand phenomena in their context (Benbasat, et al., 
1987). There is no standard definition of a case study, but it can be stated that “a case 
study examines a phenomenon in its natural setting, employing multiple methods of 
data collection to gather information from one or a few entities” (Benbasat, et al., 1987, 
p. 370). Yin defines a case study as “an empirical enquiry that investigates a 
contemporary phenomenon within its real-life context, especially when the boundaries 
between the phenomenon and context are not clearly evident44 (Yin, 1994, p. 13).
According to Saunders et al (2002), case studies have the ability to generate answers to 
“why”, “how”, and “what” questions. Yin (1994) states that case studies can be used to 
answer “what?” questions in an exploratory study to development pertinent hypotheses 
and propositions for further research. Case studies are appropriate where (1) the 
phenomena studied are broad and complex, (2) the existing body of knowledge is 
insufficient, and (3) when the phenomena cannot be studied from an objective position 
outside the context. Yin (1994) states further that case studies are often viewed as a less 
desirable instrument of inquiry than experiments or surveys, even though the case study 
approach is a distinctive form of an empirical inquiry. The data collection methods may 
include questionnaires, interviews, observation, and document analysis.
The IS area is undergoing constant change and innovation. The IS research is 
characterized by studying these new innovations that were installed by practitioners, 
rather than by providing knowledge to install them. Therefore, a strategy is needed to 
conduct research on the results of the practitioners' work. Benbasat et al (1987) state 
“that the case study research strategy is well-suited to capturing the knowledge of 
practitioners and developing theories from it” (Benbasat, et al., 1987, p. 370). 
Furthermore, in the context of IS case study research “is particularly appropriate for 
certain types of problems: those in which research and theory are at their early, 
formative stage” (Benbasat, et al., 1987, p. 370).
Yin (1994) lists several examples of the use of the case study methodology in the 
literature: exploratory, explanatory, and descriptive. Each of the approaches can be 
followed using either single- or multiple-case (replicable, not sampled) design. In
3.2.3 Case study methods
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exploratory cases, the frameworks of the study must be created before starting the study. 
Therefore, pilot projects can be useful in determining the final approach which will be 
used. In addition, surveys can be conducted and questions added or dropped based on 
the outcome of the pilot study. It is a difficult process to select the cases for a study but 
the literature provides guidance in this area (Yin, 1994). Choosing the right case offers 
the opportunity to maximize what can be learned. Therefore, the selected cases should 
be with easy and cooperative subjects (Tellis, 2003). Explanatory cases can, according 
to Yin (1994), be used when conducting causal studies. In very complex cases, the 
pattern-matching techniques can be used for analysis. Descriptive cases require that the 
researcher start with a proposition or hypothesis that must cover the depth and scope of 
the case under study. But selection of cases and the unit of analysis are developed in the 
same manner as in the other types of case studies (Tellis, 2003).
There are several points of criticism against case study research. Construct validity is 
particularly problematic because of potential investigator bias (i.e. subjectivity). Yin 
(1994) proposes three principles to counteract this point of criticism: (1) the use of 
multiple sources of evidence, (2) the installation of a case study database (i.e. case study 
report) that is reviewed by key informants, and (3) maintaining a chain of evidence. He 
further suggests applying “replication logic” to increase external validity (Killer, 2002; 
Yin, 1994). External validity deals with knowing whether the results can be made 
generally or universally applicable beyond the immediate case.
Case studies can have a single or multiple-case design. Single cases are used to verify or 
falsify a theory, but also to represent a unique case (Yin, 1994). Some of the criticism 
against case study research relates to these single-case studies. Nevertheless, this 
criticism is only applicable to statistical generalisations, but not to analytical ones that 
are the basis of case studies. However, single-case designs require that the case is 
carefully addressed and investigated to avoid misrepresentation (Tellis, 2003).
To summarize, there are several reasons why case study research is appropriate for IS 
research: The researcher can study the IS in a natural setting and then generate a theory 
from the practice. Dube and Pare (2003) follow Benbasat et al (1987) and Eisenhardt
(1989) and state that qualitative and quantitative observations can be collected in case 
studies. Therefore, the case study method allows the researcher to understand the nature 
and complexity of the process taking place (i.e. “why”, “how”, “what” questions), and it
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is well suitable to research in an area where previous studies have been carried out 
(Benbasat, et al., 1987). If  it is properly conducted, the case study methodology is a 
solid and good research approach that has its strengths and weaknesses.
3.2.4 Triangulation
There is no single research strategy that guarantees success, because every method has 
its advantages and disadvantages. As discovered before, the case study method can have 
weak points in terms of validity and reliability. However, one of the most important 
challenge researchers must overcome are threats to validity and reliability, even though 
he or she has to accept a trade-off between the ability generalisability, realism and 
precision. Triangulation, however, can support the researcher to overcome this trade-off. 
It can be defined as “the application of two or more methods on the same research 
problem” (Gummesson, 2006, p. 122). According to Yin (1994), using multiple sources 
of evidence (e.g., interviews, observations, etc.) in case studies may allow a researcher 
to address a wider range of historical, attitudinal, and behavioural aspects. In addition, 
he argues that triangulation may add to the construct validity, because it allows the 
researcher to view the phenomenon from different perspectives.
However, the triangulation of the data sources is not the only method of triangulation. 
Patton (2002) identifies in total four kinds of triangulation methods that can contribute 
to the verification or validation of qualitative analysis: (1) method triangulation involves 
comparing and integrating data that was collected through different methods, (2) 
triangulation of sources involves comparing and integrating different data sources (c.f., 
Yin, 1994), (3) analyst triangulation uses multiple analysts to review the finding, and
(4) theory triangulation uses different theories or multiple perspectives to interpret the 
data.
Method triangulation can also involve the combination of qualitative and quantitative 
methods. For example, Miles and Huberman (1994) state that the combination of 
qualitative and quantitative methods during research design, data gathering, and data 
analysis is especially of value (1) to allow a confirmation of falsification, (2) to further 
develop a theory, and (3) to gain fresh insights and generate new ideas by learning from 
surprises and paradoxes (Killer, 2002).
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Theory triangulation for evaluation may involve the examination of the perspective of 
several stakeholder positions (e.g., analysing the perspective of the client and the 
supplier of outsourcing). According to Patton (2002), divergent stakeholders disagree in 
general about programme puiposes, goals, and means of attaining goals. “These 
differences represent different ‘theories of action’ that can cast the same findings in 
different perspective-based lights” (Patton, 2002, p. 563).
This thesis puts a focus primarily on methodological and data triangulation. Besides 
conducting semi-structured interviews in the researched companies, the author also 
collects data by visiting the premises of the companies, analysing the company- 
websites, company databases, talking to suppliers and customers, as well as current and 
former employees. Furthermore, the findings of case studies were compared with 
sources of literature.
3.3 Research in IS
Killer (2002) discussed the problems of studying IS related subjects in detail. He finds 
that positivism, which is closely linked to the use of quantitative methods, seems to be 
the dominant paradigm in this research area. However, especially for researching 
business issues in IS, aspects of social research become dominant. The dissatisfaction 
with the results of quantitative research strategies (e.g., low level of preciseness and 
realism) increased the interest in phenomenology and its associated qualitative methods 
during the last decades (Benbasat, et al., 1987). Therefore, the use of case studies in IS- 
related research is suggested by researchers. However, many researchers (Benbasat, et 
al., 1987; Holsapple, et al., 1994; Lee, 1984; Yin, 1994) advocate the use of multiple 
methods, quantitative and qualitative, depending on topics and goals of the research. For 
example, Killer (2002) presents a model by Bonoma (1985) that compares several 
research methods along two dimensions: data integrity and currency.
Data integrity refers to the characteristics that effect error and bias such as internal 
validity or reliability. Currency refers to the generalisability of the research outcomes 
(e.g., external validity). Figure 8 illustrates Bonoma’s (1985) knowledge-accrual 
triangle. Each research design has its strengths and weaknesses. According to Bonoma 
(1985), controlled experiments are strong in internal validity, but they are weak in 
external validity. In turn, case study research is strong in external validity, but weak in
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internal validity. Researchers who select a specific method should be aware of 
characteristics and address its issues critically.
However, Bonoma’s (1985) point o f view is considered to be outdated by many authors, 
For example, Eisenhardt (1989), Miles and Huberman (1994), and Yin (1994) 
demonstrate that qualitative research, if properly conducted, can very well have strong 
internal and external validity. Therefore, this paper facilitates the knowledge and 
experience of Yin (1994), Eisenhardt (1989), and Miles and Huberman (1994) on how 
to address these issues.
Figure 8. Knowledge-accrual triangle
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3.4 Research strategy and design
3.4.1 Research strategy
The research question is to find capabilities that facilitate the success of IT outsourcing 
in SMEs. The results may be used to draw one or more hypotheses or propositions 
about their relationship. A number of IT capabilities that influence IT outsourcing can 
already be found in the literature. However, they are mostly identified in research 
dealing with larger corporations. Less information can be found for SMEs. According to 
Saunders et al (2002), exploratory studies are not only of value to find out what is 
happening or to seek new insights, but also to ask questions and assess phenomena from 
a new perspective. Therefore, the research question is addressed using a positivistic 
exploratory strategy and the author uses inductively-based analytical strategies and 
procedures that use existing a priori research.
According to Perry (1998), case study research in IS and management often deals with 
intra- and inter-organisational relationships or social science aspects. These aspects are 
often contemporary and pre-paradigmatic. A deductive approach is, therefore, not 
suggested, because it draws from already existing principles and paradigms, which 
might not be accepted or for which constructs might not yet exist (Perry, 1998). Thus 
such research areas often need an inductive approach. Induction is a logical process to 
construct knowledge and can be seen as asserting the truth of a general proposition by 
taking into account particular cases that support it (Thietart, 2001). When using 
induction, facts are established through limited observations of recurring phenomenal 
patterns and properties or relations are assigned to objects based on tokens. This will 
lead to proposed theories, which again can be used in deductive research to draw 
hypotheses or theoretic models to explain and predict the phenomenon (Thietart, 2001).
On the other hand, according to Perry (1998), it is unlikely that a researcher can 
separate the two processes of induction and deduction and that both, prior theory and 
theory emerging from data, are involved in most of the research processes. In fact, it is 
very unlikely that a study starts without any theory at the beginning. Miles and 
Huberman (1994) emphasize the importance of “restructured research for new 
qualitative researchers working in areas where some understanding has already been 
achieved, but where more theory building is required before theory testing can be done
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“ (Perry, 1998, p. 789) as is the case with the capabilities for the governance of IT 
outsourcing of SMEs.
3.4.2 Research design
The research design provides the framework for the research project. It is used to 
structure the research, to highlight all main parts of the research project (i.e. samples or 
groups, measures, methods, approaches, etc.), and to address the essential research 
questions. Yin (1994) defines research design as a “logical plan for getting from here to 
there, where here may be defined as the initial set of questions to be answered, and there 
is some set of conclusions (answers) about the questions’' (Yin, 1994, p. 20).
Furthermore, Yin (1994) states five components that should be covered in the research 
design: (1) the research questions, (2) its propositions (if existing), (3) the unit(s) of 
analysis, (4) the logic that links the data to the propositions, and (5) the criteria for 
interpreting the findings. This study uses a multiple-case study approach with a single 
unit of analysis per case. This study’s method of research is an adapted version of 
Killer’s (2002) approach, which in turn is based on the approach of Reich and Benbasat
(1990). It also draws heavily from the case study methodology of Yin (1994).
3.4.3 Research process
This exploratory, inductive study is based on a multiple-case study approach suggested 
by Eisenhardt (1989). The approach is, however, adapted to different research phases. 
Figure 9 illustrates the research process of this study.
Figure 9. Research process
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First, the initial literature review was completed and a conceptual framework created 
between March 2007 and March 2008. Then, a research framework was created by 
October 2008. After that, pilot case studies were conducted and the interview 
instruments adapted by November 2008. The case studies were conducted between 
November 2008 and March 2009. Finally, between March 2009 and August 2009, each 
case was analysed separately (within-case analysis) and a cross-case analysis was 
conducted to formulate an adapted conceptual framework.
The performed analyses are based on Miles and Huberman (1994). The process ends 
with the statement of a conclusion about the cases and the research. Table 3 lists the 
documentation that was created in this research process.
Table 3. Documentation created during the course of this study
Research Phase Documentation
Literature Review Literature Review (Chapter 2)
Research Framework Research proposal (found in the introduction, Chapter 1) 
Research question (Chapter 1.5.3)
Underpinnings o f this research (Chapters 3.1, 3.2, and 3.3) 
Research model, design, and process (Chapters 2.6 and 3.4) 
Definition of population and sampling (Chapter 3.4.6)
Pilot Case Study Pilot case study protocol (not included in this paper) 
Pilot case study recording (not included in this paper)
Multiple-Case Studies Case study protocol (Chapter 4.2.2) 
Documentation of the case studies (Chapter 4)
Within-Case Analyses Tape recordings o f the interviews (not included in this paper) 
Audio transcription o f interviews (not included in this paper) 
Detailed case analyses (not included in this paper)
Case Summaries (Chapter 4.5)
Case study database (NVivo)
Cross-Case Analysis Cross-case results (Chapter 5) 
Cross-case database (NVivo)
Conclusions Limitations o f this study and implications for further research (Chapter 6.3) 
Study implications for practitioners (Chapter 6.4)
Study implications for other researchers (Chapter 6.5)
Reflective diary (Chapter 6.6)
3.4.4 Research model
The research model and conceptual framework were already presented at the end of the 
literature review. Five main capabilities across the IT governance domains are expected 
to facilitate the governance of IT outsourcing in general: (1) Business-IT Linkage, (2) 
Informed Buying, (3) Contract Facilitation and Monitoring, (4) Process Management, 
and (5) Relationship Building. Figure 4 illustrates the research model.
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This study uses the IT governance domains (CoBIT 4.1, 2007; Hardy, 2006) as a basis 
for the exploration of the capabilities that facilitate the governance of IT outsourcing in 
SMEs. According to the ITGI, these domains cover most actions and procedures related 
to the governance and management of IS/IT systems. As mentioned before, the domains 
are (1) strategic alignment, (2) value delivery, (3) risk management, (4) resource 
management, and (5) performance measurement. Each domain is explored by using 
assessment instruments provided by different sources. Table 4 summarizes the 
exploration methods and the sources of questions for the exploration of the IT 
governance domains and the assessment method for outsourcing success.
3.4.5 Exploration of capabilities and assessment of outsourcing success
73
Table 4. Structure of the questionnaire
IT governance 
domain
Questions Method of exploration and sources
Demographic questions 1-9 Demographic questions to categorize the cases (Source: Author).
General questions 
about IT outsourcing 
and out-tasking
1-4 Questions to discover the IT services, which the company has 
outsourced or out-tasked (Source: Author).
Strategic alignment 1-3 Questions created by the author based on the strategic alignment 
assessment questionnaire (Luftman, 2000); criteria “scope”
4-8 Questions created by the author based on the strategic alignment 
assessment questionnaire (Luftman, 2000); criteria 
“communication”
9, 17 Questions created by the author based on the strategic alignment 
assessment questionnaire (Luftman, 2000);criteria “skills”
10-11
15-16
Questions created by the author based on the strategic alignment 
assessment questionnaire (Luftman, 2000); criteria “partnership”
12-13 Questions created by the author based on the strategic alignment 
assessment questionnaire (Luftman, 2000); criteria “governance”
14, 18 Questions created by the author based on the strategic alignment 
assessment questionnaire (Luftman, 2000); criteria “competency”
Value delivery 1-11 Questions by the author. They are based on the value assessment 
tool that uses benefit management statements (van Lier & 
Dohmen, 2007). The statements o f Table 5 are rephrased into 
questions.
Risk management 1-17 Questions by the author. They are based on the key risks of 
outsourcing by Harland et al (2005). The key issues in Table 6 are 
rephrased into questions.
Resource management 1-11 Questions by the author. They are derived CoBIT activities 
relating to resource management (CoBIT 4.1,2007).
12-14 Questions added by the author to evaluate the perceived level of 
business and IT knowledge within the company
Performance
measurement
1-9 Questions created by the author. They are derived from the 
CoBIT activities relating to performance measurement (CoBIT 
4.1,2007).
Outsourcing success 1-3 Questions by Grover et al (1996) for assessing the achievement of 
strategic benefits from IT outsourcing (5-point Likert scale).
4-6 Questions by Grover et al (1996) for assessing the achievement of 
economic benefits from IT outsourcing (5-point Likert scale).
7-9 Questions by Grover et al (1996) for assessing the achievement of 
technical benefits from IT outsourcing (5-point Likert scale).
10 Question by the author to assess the overall satisfaction with the 
IT outsourcing process (5-point Likert scale).
Summarizing questions 1 Question by the author to discuss critical success factors for IT 
outsourcing for the specific researched company.
2 Question by the author to discuss with the interviewee the most 
important capabilities a company must have to make IT 
outsourcing successful
3 Question by the author to discuss with the interviewee capabilities 
without IT outsourcing might fail.
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Ward and Peppard (2002) recommend using Luftman’s (2000) strategic IT alignment 
maturity assessment instrument to assess the maturity of an organisation’s strategic 
alignment. He provides a prepared evaluation framework that uses the Software 
Engineering Institute's capability maturity model to rate the maturity along five levels. 
Level one represents IT adhocracy and level five an optimised IT alignment process. 
Luftman (2000) proposes to analyse six IT strategic alignment maturity criteria to 
conduct an assessment: (1) communications, (2) competency/value, (3) governance, (4) 
partnership, (5) scope and architecture, and (6) skills. Therefore, the questions for this 
research come from Luftman (2000) (see Figure 10 and Figure 11).
Figure 10. Six IT-business alignment maturity criteria
3.4.5.1 Strategic alignment
COMMUNICATIONS
Understanding of 
Business by IT 
Understanding of IT 
by Business 
Inter/Intra- 
Organizational 
Learning 
Protocol Rigidity 
Knowledge Sharing 
Uaison(s) 
effectiveness
COMPETENCY/VALUE 
MEASUREMENTS
IT Metrics 
Business Metrics 
Balanced Metrics 
Service Level 
Agreements 
Benchmarking 
Formal
Assessments/Reviews 
Continuous Improvement
GOVERNANCE
Business Strategic 
Planning
IT Strategic Planning 
Reporting/Organization 
Structure 
Budgetary Control 
IT Investment 
Management 
Steering Committee(s) 
Prioritization Process
SIX IT BUSINESS ALIGNMENT MATURITY CRITERIA
PARTNERSHIP
Business Perception of IT 
Value
Role of IT In Strategic 
Business Planning 
Shared Goals, Risk, 
Rewards/Penalties 
IT Program Management 
Relationship/Trust Style 
Business
Sponsor/Champion
SCOPE & 
ARCHITECTURE
Traditional,
Enabler/Driver, External 
Standards Articulation 
Architectural Integration: 
“ Functional Organization 
- Enterprise 
-Inter-enterprise 
Architectural 
Transparency 
Flexibility
Managing Emerging 
Technology
SKILLS
Innovation, 
Entrepreneurship 
Locus of Power 
Management Style 
Change Readiness 
Career crossover 
Education, Cross- 
Training 
Social, Political, 
Trusting 
Environment
Source: Luftman (2000, p. 12)
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Figure 11. Maturity level characteristics for IT-business alignment
F ig u r e  6 — S t r a t e g i c  A l i g n m e n t  M a t u r i t y  L e v e ls
C rite ria A ttribute C haracteris tics  le ve l 1 Characteris tics  le ve l 5
Communications Understanding of business by IT Minimum Pervasive
Understanding of IT by business Minimum Pervasive
Inter,'Intraorganizational learning Casual, ad hoc S'rono and structured
Protocol rigidity Command and control informal
Knowledge snaring Ad hoc Extraenterprise
Liaison(s) breadth/etfectiveness None or ad hoc Extraenterprise
Competency/value
measurement
IT metrics Technical, not related to business Extended to external partners
Business metrics Ad hoc. not related to IT Extended to external partners
Balanced metrics Ad hoc unlinked Business partner and IT metrics
Service level agreements Sporadically present Extended to external partners
Benchmarking Not generally practiced Routinely performed with partners
Formal assessments/reviews None Routinely performed
Continuous improvement None Routinely performed
Governance Business strategic planning Ad hoc Integrated across, external
IT strategic planning Ad hoc Integrated across, external
Reporting/organization structure Central-’decentraL CIO report to CFO CIO reports to CEO. federated
Budgetary control Cost center, erratic spending Investment center, profit center
IT investment management Cost-based, erratic spending Business value
Steering committee; s) Not formal'regular Partnership
Priontization process Reactive Value-added partner
Partnership Business perception ot IT value IT perceived as a cost ot business IT coadapts with business
Role of IT in strategic business 
planning
No seal at the business table Coadaptive with business
Shared goals, risks, rewards/ 
penalties
IT takes risk with little reward Risks and rewards shared
IT program management Ad hoc Continuous improvement
Relationship/trust style Conflict-minimum Valued partnership
Business sponsor/champion None At the CEO level
Scope and architecture Traditional enabier/driver, external Traditional (e.g. accounting, email) External scope, business strategy 
driver/enabler
Standards articulation None o- ad hoc Interenterprise standards
Architectural integration
•  Functional organization
•  Enterprise
• Intereritei prise
No formal integration Evolve with partners
•  integrated
• Standard enterprise architecture
• With ail partners
Architectural transparency, flexibility None Across the infrastructure
Skills Innovation, entrepreneurship Discouraged ! The norm
Focus of power In the business All executives, including CIO
Management style i Command and control Relationship-based
Change readiness i Resistant to change High tocused
Career crossover None Across tfie enterpuse
Education, cross-training None Across the enterprise
Attraction and retention ot best talent No program Effective program for hiring and retaining
j Source: Luftman, J„ “Assessing Business-IT Alignment Maturity.” Communications ol ASS. vol. 4. 2000
Source: De Hees and Grembergen (2004)
Luftman (2000) states that “alignment maturity evolves into a relationship where the 
function of IT and other business functions adapt their strategies together. Achieving 
alignment is evolutionary and dynamic. IT requires strong support from senior 
management, good working relationships, strong leadership, appropriate prioritization, 
trust, and effective communication, as well as a thorough understanding of the business 
and technical environments” (Luftman, 2000, pp. 7-8).
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The value of IT can best be assessed by the benefits that IT delivers (Peppard & Ward, 
1999). The questions used to explore outsourcing capabilities within the IT governance 
domain value delivery are derived from van Lier and Dohmen (2007) who created 
statements to assess IT benefits (i.e. value) management. These statements are listed in 
Table 5. The method is also derived from Luftman (2000), but with adapted statements 
from Ward and Peppard (2002). The questions are also influenced by Harland et al 
(2005).
Table 5. Statements for IT value management
3.4.5.2 Value deliveiy
Statements for IT Value Management
The outsourcing decision is driven by the delivery o f benefits that improve business performance.______
Benefits are quantifiable and a financial value is put on them.______________________________________
Defined benefits include value, attributes and measures, owners and risks.___________________________
Responsibility for outsourcing activities is explicitly allocated to a person.___________________________
It is assessed how benefit interrelate.___________________________________________________________
KPIs are assigned to benefits.____________________________________________ ___________________ _
A detailed benefit delivery plan is drawn up.____________________________________________________
Interim targets and measurements are established to evaluate progress toward milestones. _________
The benefits delivery plan explicitly addresses the transformation process.___________________________
A benefits dependency framework is in use._____________________________________________________
A stakeholder analysis has been conducted to determine who is involved in the changes resulting from
outsourcing.________________________________________________________________________________
Continuous quality assurance is applied during the outsourcing process._____________ ________________
In the execution or post-deal phase, an evaluation is aimed on the implementation process._____________
In the execution or post-deal phase, an evaluation is aimed on whether benefits are achieved.___________
Stakeholders are aware in the earliest stage of the outsourcing process that evaluations will be conducted.
All stakeholders are involved in evaluations.____________________________________________________
Investigations on what improvements are possible as a result of outsourcing the IS/IT function and
associated changes are conducted._____________________________________________________________
A formal benefits management approach is used._________________________________________________
Source: Van Lier & Dohmen (2007)
3.4.5.3 Risk management
Open-ended questions are used to explore the outsourcing capabilities within the IT 
governance domain risk management. The questions are derived from Harland et al 
(2005). They used a Delphi study with senior strategists from private and public sectors 
to capture perspectives and observations on benefits and risks of outsourcing in the 
public and private sector. Their study identified key issues (i.e. benefits and risks) of 
outsourcing relating to organisations, sectors and nations. These issues are listed in 
Table 6.
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Table 6. Issues in risk management
Issues in risk management
Ability to identify core and non-core processes.__________________________________________________
Risk plans for later insourcing._______________________________________________________________
Awareness in deciding how close to core outsourcing should get.  ______________________
Availability of skills and competence to manage outsource relationships.____________________________
Understanding, skills and competence to design appropriate service level agreements with outsource
company.__________________________________________________________________________________
Assessment and management o f risks.______________________________________________________
Ability to plan, implement, control, and document IT processes.____________________________________
Communication of aims and direction o f the management.________________________________________
Ability to deal with changes (e.g., in processes). __________________________________
Ability to handle contracts.___________________________________________________________________
Ability to manage the IT outsourcing relationship with the vendor._________________________________
Source: Harland et al (2005)
3.4.5.4 Resource management
Although a lot of literature can be found about resource management in general (mostly 
HR management), only little is available about IT resource management in 
organisations. There is even less literature about assessing the level of IT resource 
management.
Lee et al (2007) refer to the professional CoBIT framework (CoBIT 4.1,2007) for the 
assessment of the level of IT governance in organisations. The ITGI publishes CoBIT 
(CoBIT 4.1, 2007) as a professional IT governance framework that supports IT/IS 
managers in implementing IT governance in their organisations. The framework 
provides a mapping (see Figure 12) of the IT governance domains with CoBIT IT 
processes and a relative importance indicator (i.e. H=high, M=medium, L=low) based 
on a benchmark of the ITGI (i.e. CoBIT Online). The mapping demonstrates at a high 
level how the CoBIT framework addresses the IT governance domains. It also provides 
further information about the kind of relationship between each IT governance domain 
and the CoBIT process. Primary relations are marked with “P”, secondary with “S” 
(CoBIT 4.1, 2007).
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Figure 12. Mapping of IT processes and IT governance domains
IT Governance Focus Areas
■E
I P la n  a n d  O rg a n is e
P01 Define a strategic !T plan. H P s s
P02 Define the information architecture. L P s p s
P03 Determine technological direction. M S s p s
P04 Define the IT processes, organisation and relationships. L S p p
P05 Manage the IT investment. M s p s s
P06 Communicate management aims and direction. M p p
P07 Manage IT human resources. L p p s s
P08 Manage quality. M p s s
P09 Assess and manage IT risks. H p p
P010 Manage projects. H p s s s s
1 Acquire and Implement
Alt Identity automated solutions. M P P s s
AJ2 Acquire and maintain application software. M P P s
A13 Acquire and maintain technology infrastructure. L p
AI4 Enable operation and use. L S P s s
AI5 Procure IT resources. M s p
AI6 Manage changes. H p s
A17 Install and accredit solutions and changes. M S p s s s
I Deliver and Supporf
DS1 Define and manage service levels. M P p p p
DS2 Manage third-party services. L P s p s
DS3 Manage performance and capacity. L S s p s s
DS4 Ensure continuous service. M S P s p s
DS5 Ensure systems security. H p
DS6 identify and allocate costs. L s p s
DS7 Educate and train users. I s p s s
DS8 Manage service desk and incidents. L P s
DS9 Managetheconfiguration. M p p s
DS10 Manage problems M p s s
DS11 Manage data. H p p p
DS12 Manage the physical environment. L s p
DS13 Manage operations. L p
I M o n i to r  a n d  E v a lu a te *
ME1 Monitor and evaluate IT performance. H S S s s p
ME2 Monitor and evaluate internal control. M P p
ME3 Ensure compliance with external requirements. H P p
ME4 Provide IT governance. H P P P p p
Source: ITGI (CoBIT 4.1, 2007, p. 173)
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This study uses mostly open-ended questions to explore the outsourcing capabilities 
within the IT governance resource management. The questions are derived from the 
CoBIT control objectives for specific processes. The processes were identified by using 
the CoBIT-mapping between IT processes and objectives (Figure 12). All processes 
with medium and high importance and a primary relationship with the IT governance 
domain resource management were selected. These processes are (1) determination of a 
technological direction, (2) procurement of IT recourses, (3) definition and management 
of service levels, (4) configuration management, (5) data management, and (6) 
providing of IT governance.
For example, the control objectives for the procurement of IT resources are (1) 
procurement control, (2) supplier contract management, (3) supplier selection, and (4)
IT resources acquisition. Therefore, questions were formulated to find out how 
objectives are approached.
3.4.5.5 Performance measurement
A similar approach is used to identify open-ended assessment questions for the 
exploration of outsourcing capabilities within the IT governance domain performance 
measurement. The CoBIT framework (CoBIT 4.1, 2007) identifies three primary 
processes of medium and high importance (see Figure 12): (1) definition and 
management of service levels, (2) monitoring and evaluation of IT performance, and (3) 
providing of IT governance. For example, the definition and management of service 
levels lead to following control objectives: (1) monitoring approach, (2) definition and 
collection of monitoring data, (3) monitoring method, (4) board and executive reporting, 
and (5) remedial actions. The questions that explore performance measurement cover 
these objectives.
3.4.5.6 Measuring IT  outsourcing success
The author used the concept of perceived benefits to measure IT outsourcing success. 
The same approach was previously used by Grover et al (1996) who state that 
outsourcing is motivated by the strategic, economic, and technological benefits. They 
argue that the success of outsourcing can be assessed by measuring the level of 
achievement of these benefits and propose an instrument to capture these benefits of 
outsourcing, which is also used by other authors (e.g., Han, et al., 2008; Lee, 2001;
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Ravinchandran & Lertwongsatien, 2005; Wiillenweber et al., 2008). The IT outsourcing 
access is measured by using a five-point Likert scale. It is used to get an overview of the 
success of the IT outsourcing endeavour of the sample companies.
Since IT outsourcing success is measured using a formative model, there is a risk of 
disregarding substantial elements of IT outsourcing success. Therefore, the author also 
used a reflexive method in order to capture most relevant arguments. The reflexive 
method contains questions about the general satisfaction with IT outsourcing and open 
questions as to whether or not they want to insource again (Whitten & Leidner, 2006).
In addition, the sample companies were asked whether or not they would outsource 
again and what aspects, according to their opinion, would make IT outsourcing 
successful. The combination of a formative with a reflexive method of measurement 
leads to a higher external validity (Wiillenweber, et al., 2008).
3.4.6 Selection of case studies
3.4.6.1 Units o f  analysis
The unit of analysis is the major entity that is being analysed in a study. It is the centre 
of the study, the “what” or “whom” that is being studied (Babbie et al., 2001). For 
example, a unit of analysis can be individuals, groups, artefacts (i.e. books, journals, 
etc.), geographical units (countries, states, cities, etc.) or social interactions (e.g., arrests, 
divorces, weddings, etc.). Yin (1994) defines the units of analysis as “a problem that has 
plagued many investigators at the outset of case studies" (Yin, 1994, p. 22) and he 
advises to relate the selection of the unit of analysis to the initial research questions that 
have been stated. The research question of this study refers to small and medium-sized 
enterprises. Therefore, the units of analysis for this research project are SME 
organisations.
3.4.6.2 Population
According to Eisenhardt (1989), the concept of a population is very important, since the 
population “defines the set of entities from which the research sample is to be drawn” 
(Eisenhardt, 1989, p. 537). At first, the population of this study was selected to be 
SMEs in Germany and Austria and the European Commission’s approach to categorise 
SMEs was used. According to the European Commission, a small company has less
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than 50 employees and a turnover or balance sheet total of not more than 10 million 
Euros. A medium-sized company has more than 50 but less than 250 employees and a 
turnover or balance sheet total between 10 and 43 million Euros (The new SME 
definition, 2006).
After starting to investigate the outsourcing market in Germany and Austria, the author 
found that only a minimal number of companies fit into these categories. Here, the 
German term for SME (“Mittelstand”) is not comparable with the EC’s understanding 
of a SME. A lot of the “Mittelstand” companies in Germany and Austria have either 
more than 250 employees or their turnover is far beyond the 43 million Euro limit of the 
EC. Furthermore, smaller companies are often not aware of the concept o f IT 
outsourcing at all nor do they have a “head of IT” position. Another problem was that 
not enough companies between 50 and 250 employees were willing to participate in the 
study and those who were again had a turnover over the proposed SME limit. Therefore, 
the population of this study had to be extended and redefined to companies that still 
have a SME-like company structure and a maximum of 1000 employees. The turnover 
was neglected. This decision to alter the definition of SME and extend the population, 
however, may lead to some limitations (see limitations of the research design) that must 
be considered when drawing generalisations from the findings of this study.
3.4.6.3 Sampling procedure
Patton (2002) states that there are huge differences between the sampling methods of 
qualitative and quantitative research, especially in the logic that lies behind the 
sampling methods. Whereas quantitative methods usually depend on larger randomly 
selected samples, the qualitative methods typically focus in depth on relatively small 
samples that are selected purposefully. Even single cases can be used in a qualitative 
approach.
In quantitative research, random and statistically representative samples allow confident 
generalisation from the sample onto a larger population and control weaknesses such as 
selection bias. This bias, however, is the intended focus of the sampling in qualitative 
research. It is even a strength because the “logic and power of purposeful sampling lie 
in selecting information-rich cases for study in depth. Information-rich cases are those 
from which one can learn a great deal about issues of central importance to the purpose 
of the inquiry” (Patton, 2002, p. 230).
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The challenge during sampling of this research study is the acquisition of good 
examples of IT outsourcing success or examples of “IT outsourcing disasters” in SMEs. 
However, due to the characteristics of SMEs, it is hard to gain access to information- 
rich cases. Moreover, it is difficult to identify interesting cases at the first place because 
“managers tend to be powerful and busy people. They are unlikely to allow research 
access to their organisations, unless they can see some commercial or personal 
advantage to be derived from it. That means [...] that access for fieldwork can be very 
difficult and may be hedged with many conditions about confidentiality and publication 
rights” (Easterby-Smith, et al., 2001, p. 8).
The author of this paper has previously had the same experience. Especially in Austria 
and Germany, it is very difficult to get into a discussion with SMEs about their IT 
because this topic is often considered sensitive. Therefore, the author used a sampling 
strategy that overcomes these challenges.
Chaim (2008) states that snowball sampling is used to access groups that are either 
hidden or enjoy the status of social elites, hence the author used snowball sampling in 
order to gain access to SMEs. Snowball sampling is an approach for locating 
information-rich key informants through the process of asking influential people. 
(Patton, 2002). Due to the author’s background in Germany’s and Austria’s IT 
consulting industry, possible interview partners of good cases will be contacted through 
referencing. After conducting the first interviews, each interview partner will again be 
asked for other possible cases to study. In addition, the author will identify interesting 
cases through the use of the web, news, word-of-mouth recommendations and 
references from industry contacts.
Furthermore, the author will use personal contacts and social networks (e.g., XING, 
Linkedln, etc.) to find a possible access point (i.e. contact) to such cases. By using these 
sampling methods, it will be possible to accumulate a variety of information-rich cases. 
Therefore, the sampling procedure is a mix of snowball and purposive sampling.
3.4.7 Limitations of the research design
According to Patton (2002), design strategies and trade-offs must always be discussed, 
because of the fact “that there are no perfect research designs” (Patton, 2002, p. 223). 
Several limitations of the research design must be noted. First, the results only indicate
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causal relationships, but they cannot prove it. The research design does not fulfil the 
basic requirements for causation (c.f., Killer, 2002). There is no sufficient degree of 
correlation and no variable occurs in sequence. In addition, the research design does not 
fulfil the basic requirements of experimental or quasi-experimental research (Thietart,
2001). The non-probability sampling technique could lead to the fact that the research is 
not representative. Whereas the population is relatively large, the sample is quite small. 
Therefore, it is difficult to draw conclusions that are statistically relevant. Nevertheless, 
according to Yin (1994), this limitation is only applicable to statistical generalisations, 
but not to analytical ones that are the basis of this case study research.
The characteristics of SMEs, especially their diversity, require great care when trying to 
generalize the findings. The markets and situations of SMEs change constantly and 
make them a difficult unit of analysis. For instance, a SME with 200 employees merges 
with another company resulting in a company with 700 employees. According to this 
definition, such a company is not a small and medium-sized anymore, but structure, 
behaviour, and characteristics may still be the same.
The research approach mainly focuses on the capabilities of outsourcing clients. Since 
the outsourcing process is influenced by both the client and the supplier, the role of the 
supplier is important as well. This research approach does not take the influence of the 
supplier on IT outsourcing success into account either. Therefore, some bias may exist 
depending on the level of the quality of the supplier.
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4 Description of case studies
This chapter describes the selection criteria for the cases of this research. It provides 
detailed information about the companies, the interviewed managers and the applied 
case study methods for data collection, case study protocol, interview instruments, pilot 
case study, data analysis, and drawing of conclusions. Finally, all cases are presented in 
the last part of this chapter.
4.1 Cases studied
4.1.1 Selection criteria
The main criteria for choosing companies for this study were: (1) the company has less 
than 1000 employees, (2) IT services out-tasked or the IT completely outsourced or 
experience in either, (3) not operating in the IT business, and (4) has SME-like 
structures. Preferred in the selection process are so-called extreme cases, in which IT 
out-tasking or outsourcing process is either extremely successful or extremely 
unsuccessful. Such cases are either recommended (i.e. snowball sampling) or 
discovered in literature (e.g., professional publications, etc.).
The objective of this thesis is not to study SMEs solely from a certain industry (e.g., 
automotive, engineering, utilities, etc.), but to get an overview of the SMEs across 
different industries. Therefore, it is attempted to have SMEs in the sample that differ 
regarding their industry (i.e. maximum variation sampling approach).
4.1.2 Selected cases and managers interviewed
The cases listed in Table 7 have been selected because they were willing to participate 
in the study. They are located in Austria and Southern Bavaria. This regional selection 
was made to reduce travelling costs and increase the chance to get an interview at all 
through the help of networks and relationships of the author. The companies, 
nevertheless, represent a broad spectrum of industries including engineering, 
manufacturing, and banking, as well as food, printing, automotive, and wholesale. The 
managers that were interviewed during the study are also listed in Table 7 including 
their roles and organisational responsibilities. The interviews were conducted between 
November 2008 and April 2009. Only the head of IT or CIO were interviewed except
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for COMPANYC, where the CEO is also responsible for IT issues due to the small 
company size.
Table 7. List of interview partners
Company Industry Name Date and Time Place Position
COMPANY_A Food F.K. Mar 13,2009 
10:00-11:30
Germany Flead of IT
COMPANYJB Engineering J. S. Feb 20. 2009 
10:00-11:30
Germany Head of IT
COMPANY_C Printing E.K. Mar 16,2009 
15:00-16:30
Austria CEO and 
Head of IT
COMPANY_D Mining D.Q. Jan 26, 2009 
10:00-11:30
Austria Head of IT
COMPANY_E Wholesale J.T. Feb 13,2009 
12:00-14:00
Germany Head of IT
COMPANY_F Automotive O.N. Dec 08, 2008 
13:00-14:00
Germany Head of IT
COM PANYG Food & 
Beverages
M.K. Mar 27,2009 
13:00-14:30
Austria Head of IT
COMPANY_H Banking H.M.
G.K.
Jan 16, 2009 
10:00-11:30
Austria Head of IT
COMPANY_I Food E.S, Nov 28, 2008 
0 9 :0 0 - 10:30
Austria Head of IT
COM PANYJ Engineering R.L. Mar 30. 2009 
16:00-17:30
Austria Head of IT
4.2 Case study methods
4.2.1 Data collection
The collection of qualitative data usually involves interviews in order to gather complex 
information about a particular characteristic or subject. Remenyi et al (1998) state that 
in the research of management topics, simple survey techniques will not be successful 
since such research requires the collection of complex evidence concerning “How?”, 
“Who?” and “Why?” questions. A more sophisticated research strategy must be used. 
Therefore, “in the context of business and management research, structured interviews 
constitute a major part of the case study research protocol” (Remenyi, et al., 1998, p. 
126).
According to Yin (1994), there are more sources of evidence besides interviews such as 
(1) documentation, (2) archival records, (3) direct observations, (4) participant- 
observations, or (5) physical-artefacts. However, Yin (1994) also notes that not all 
sources might be relevant for all case studies and also that a single source had already 
being used as the only basis for entire studies.
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Due to the research area (i.e. SMEs and IT outsourcing), it is difficult to collect 
information from other sources besides interviews and documentation. Much of the 
information available is from professional publications, but most of the articles are only 
newspaper clippings. In addition, techniques such as participant-observations are not 
feasible since it simply takes too long to get any evidence from it, such as the 
exploration of company capabilities, and it is almost impossible to get permission from 
SMEs to spend a great amount of time on company premises. Furthermore, it is even 
harder to get internal documentation because it is often regarded confidential. This 
results in interviews and documentation as the sole sources of evidence in this study.
4.2.2 Case study protocol
According to Yin (1994), the case study protocol is important to increase reliability of 
the research results because it guides the researcher though the research process. The 
case study protocol should contain (1) an overview of the case study project, (2) the 
field procedures (e.g., procedure descriptions), (3) the case study questions, and (4) a 
guide for the case study report (c.f., Killer, 2002; Yin, 1994, p. 64). The overview of the 
case study project can be found in the research proposal of this study and in the chapters 
above, as well as the case study questions and the guide for the case study report. This 
study uses a structure aligned to Killer (2002) to describe the field procedures for the 
case study protocol.
4,2.2,1 Interview request
Potential interview partners were contacted by phone first in order to explain the 
research objective and the intention of the researcher. In the phone call, the situation of 
the outsourcing process in the company was discussed and then the case checked by the 
author for information-richness. A key question was whether or not the selected 
company has some IT outsourcing or out-tasking experience. If the author decided that 
the case was worth studying, then the potential partner was asked to conduct an 
interview. If not, then it was explained to the potential interview partner why the case 
was not selected for this study. If the potential partner agreed to conduct the interview, 
then an appointment was made at the partner’s site. The author has experienced that a 
tape recording is not well accepted by the interview partners. Therefore, the interview 
partner was asked in advance for permission to record the interview.
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4.2.2.2 Confirmation
An email was sent to the interview partner. The email contained a confirmation of the 
date, time and location of the interview. In addition, an interview guide with the 
intended questions was sent as an attachment. The guide also included a one-page 
description of the purpose of the research and a description why a tape recording of the 
interview has a great advantage for the researcher.
4.2.2.3 Interview schedule
The interviews were conducted on a semi-structural basis. First, the purpose of the 
research was stated and then the structure of the interview explained. The interview 
guide covers a broad range of areas and for each area, mostly open-ended questions 
were asked. However, both the researcher and the interview partner were free to place 
emphasis on other points and issues that might not be included in the interview guide. 
The interviews were scheduled to last between 60 and 90 minutes.
4.2.2.4 Recording transcription
If allowed by the interview partner, the interview was recorded and transcribed. In case 
permission to record was not given, the researcher took notes and recorded the main 
issues and answers on tape after the interview took place.
4.2.2.5 Post-interview follow-up
An email was sent to the interview partner with a summary of the interviews. The 
respondents were thanked for their assistance. They were also asked have a look at the 
summary to check for errors and completeness of information. Additional phone 
interviews were conducted in some cases to follow-up on results and to get more details 
on certain issues.
4.2.3 Use of instrumentation
The author used focus semi-structured interviews in which the informants were 
interviewed for 90 minutes (c.f., Remenyi, et al., 1998). Despite the experience of the 
author that managers of SMEs tend to be busy and count the cost of their time carefully, 
the author was able to get access to primary data through focus interviews. The author 
used semi-structured interviews, because they are “more likely to be feasible than 
unstructured observations and discussions” (Easterby-Smith, et al., 2001, p. 8).
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However, semi-structured and in-depth interviews come with a number of data quality 
issues related to: (1) reliability, (2) form of bias, and (3) validity and generalisability 
(Saunders, et al., 2002).
The use of interview instruments can reduce the risk of quality issues. Instruments are, 
for example, conceptual frameworks, research questions, samplings plans or interview 
guides. According to Miles and Huberman (1994), the researcher has the choice of 
using a lot or little of prior instrumentation. Either way comes with advantages and 
disadvantages. On the one side, little prior instrumentation has the advantage of being 
more exploratory and inductive. On the other hand, it also needs a richer explanation of 
the context and the results have a low level of comparability. A lot o f prior 
instrumentation has, on the other hand, an advantage when in multiply case study 
research, because it provides a high level of comparability. However, high prior 
instrumentation has the potential disadvantage of creating a bias or binding the 
researcher to a single direction.
This research uses a self-created interview guide that was further improved after the 
pilot case interviews. The interview guide has a cover letter that includes a chart with 
interview data (date, time, location, company, respondent, etc.), an introduction and two 
organisational questions. The introduction gives a prompt overview on the study and 
about the questions that are going to be asked. It also explains the concept of audio 
transcription to the respondent to increase the willingness to allow tape recording. The 
two organisational questions ask if the interview may be tape recorded and if the 
interview must be anonymised. After the cover letter, the interview guide starts with 
demographic questions. The respondent is asked about IT outsourcing and out-tasking 
and about the success of these operations.
The next five areas of questions deal with the IT governance domains and a final set of 
questions covers the personal opinion of the respondent. The interview guide was 
translated into German. Both language versions can be found in Appendix C.
4.2.4 Pilot case study
Conducting a pilot case study is the final preparation step in the data collection process 
(Yin, 1994). It helps the researcher to redefine the data collection plans in terms of 
content of the data and the procedures to be followed. According to Yin (1994), a pilot
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case study is not only a pre-test. It is more since it helps to shape the relevant lines of 
questions and can help to adjust the research design. Saunders et al (2002) recommend 
conducting a pilot study because it allows the acquisition of feedback about the 
representativeness and suitability of the questions and the structure of the questionnaire, 
which in turn establishes content validity. Furthermore, they suggest that following 
point must be checked in the pilot case:
■ “how long it takes to conduct the interview;
■ the clarity of the instructions;
■ which, if any, questions are unclear or ambiguous;
■ which, if any, questions the respondent felt uneasy about answering;
■ whether in their opinion there were any major topic omissions;
■ any other comments” (Saunders, et al., 2002, p. 309).
The author conducted two pilot studies (1) to pre-test the questions, (2) to establish 
effective communication patterns with the respondents, and (3) to look more closely at 
areas that are not clear (c.f., Janesick, 1994; Killer, 2002).
PILOT COMPANY 1 was selected as a pilot case. The reasons for this are (1) the 
geographic proximity (it is located in Salzburg) and (2) the company was the first 
company willing to participate in the study. The first interview with 
PILOT_COMPANYl (with Mrs. K, CEO, on Nov 27, 2008) was conducted with the 
interview guide that was created as described above.
An interview at PILOT_COMPANY2 (with Mr. P, Head of IT, on Dec 1. 2008) helped 
to further improve the interview questionnaire. PILOT COMPANY2 itself is a large 
company (over 1000 employees), but it has a number of SME-like subsidiaries and the 
company is also an IT outsourcing service provider for some of its subsidiaries. 
Therefore, Mr. P could provide valuable input from both the client and the service 
provider sides, and the interview helped to establish content validity. Pursuant to the 
pilot case studies, the interview guide was changed by (1) adaption of the questions, (2) 
deletion of questions, and (3) adding new questions.
Some questions were adapted in order to fit them more precisely to small enterprises. 
For example, originally there were several questions that focused on the IT department 
of the company. However, small companies sometimes do not have an IT department or
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even a head of IT. Therefore, the interview guide needed to be adapted accordingly by 
using a decision tree: first, the respondent is asked whether or not an IT department 
exists. Then, depending on the answer, a different branch of related questions is selected 
to get more precise information.
Other questions needed to be adapted because smaller enterprises do have another 
understanding of IT outsourcing that medium and larger ones. Often the term 
“sourcing” fits more into the understanding of the respondent. For instance, in smaller 
enterprises, the IT function is often completely outsourced to an external service 
provider, who also has some sort of “head of IT” role. In medium enterprises, only 
some parts of services may be outsourced. Therefore, the questionnaire needed to be 
adapted to further reflect these situations. In addition, the terms “outsourcing” and “out- 
tasking” required some explanation in the introduction of the interview guide. These 
terms were explained to the respondents before the start of the interview.
Another result of the pilot studies was that the questions about the success of IT 
outsourcing were moved from the end of the interview to the second part, right after the 
general question on outsourcing. This was because it was found that respondents could 
be influenced by the questions previously asked, hence giving biased answers.
Furthermore, the author found that the 5-point Likert Scale questions asking for the 
success of IT outsourcing did not provide sufficient information. Therefore, the author 
decided to collect further information in the case of extreme positioned answers. For 
instance, if the respondent selects “I absolutely do not agree” or “I absolutely agree”, 
then the author asked the respondent to explain why this specific selection was made.
4.3 Data analysis
4.3.1 Analytic induction
An analytic strategy should be used that fits with research goals and that bears priorities 
for what to analyse and why analyse (Killer, 2002). According to Yin (1994), there are 
four major analytic techniques that can be used in case study research: (1) pattern- 
matching, (2) explanation-building, (3) time-series analysis, and (4) programme logic 
models.
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This study follows a data analysis approach that is familiar with pattern-matching 
(Miles & Huberman, 1994): analytic induction. Analytic induction is a process to 
identify patterns within qualitative data. For instance, it helps to identify new constructs, 
causal or temporal relationships between constructs and possible inconsistencies 
between different scenarios (Gallivan & Depledge, 2003). One would say that this 
process is similiar to grounded theory, but analytic induction differs from grounded 
theory by allowing both predefined and emergent constructs (Eisenhardt, 1989). Patton 
(2002) agrees and states that in analytic induction, researchers often make rough and 
general approximations (i.e. hypotheses) prior to entry into the field. These 
approximations can be based on assumptions, careful examination of research and 
theory, intuition, or combinations. Then the researchers aim to actively disconfirm 
emerging hypotheses through negative case analysis and cases that add variability to the 
sample. This approach should lead to more universal hypotheses.
Contemporary researchers use analytic induction as a method to identify patterns of 
behaviours, interaction and perceptions (Patton, 2002). For instance, Miles and 
Huberman (1994) characterized the analytic induction process as qualitative pattern 
matching, which is a procedure that “involves predicting a pattern of outcomes based on 
theoretical propositions [(i.e. a conceptual framework)] that explain what you expect to 
find” (Saunders, et al., 2002, p. 390). If both patterns match, then the result shows an 
explanation where possible threats to the validity of a conclusion can be discounted 
(Saunders, et al., 2002). A special type of pattern matching is explanation building. The 
goal of explanation building is to analyse the case study data by building an explanation 
about the case. Yin (1994) argues that this procedure is mostly relevant to explanatory 
case studies, and it is used to “explain” a phenomenon by stipulating a presumed set of 
causal links about it. Explanation building is an iterative process: First, an initial 
theoretical proposition about the policy or social behaviour is created. After that 
findings of an initial case are compared against the proposition. Then, the proposition is 
revised and again compared with other details of the case. Finally, the revision is 
compared against second, third or more cases to build an explanation for a phenomenon. 
Yin (1994) states that the final explanation may be different from the predetermined 
explanation at the beginning of the study, which makes this approach different from the 
pattern-matching approach. During the explanation-building process, the case study 
evidence is examined, theoretical propositions revised, and the evidence is then
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examined once again from a different perspective. The process is similar to the process 
of refining a set of ideas. By applying this approach to multiple-case studies, the result 
may lead to the start of a cross-case analysis.
The comparison of the findings is done by analysing the influence of the independent 
variables on the dependent variables. If the predicted outcome is found, then it is likely 
that the theoretically-based explanation is valid to explain the findings. On the other 
hand, if the outcome cannot be predicted by the stated explanation, then an alternative 
explanation must be found. According to Yin (1994), if alternative explanations are 
found, then only one of the predicted explanations is valid. This means that only one 
explanation is found; others can then be discarded. If a match between the patterns of an 
alternative explanation and the pattern in the data is found, then there is evidence that 
this is indeed an explanation for the findings and “...further evidence that this is a 
correct explanation will flow from finding the same patterns of outcomes related to 
other similar cases” (Saunders, et al., 2002, p. 391).
Analytic induction, therefore, depends on patterns that need to be extracted from the 
collected data. Saunders et al (2002) state that qualitative data is based on meanings 
expressed through words. The collection results in non-standardised data which requires 
classification into categories. In addition, the analysis can only be conducted through 
the use of conceptualisation. Therefore, Saunders suggests following activities to 
analyse the data: (1) categorization, (2) “unitising” data, (3), recognizing relationships 
and developing categories to facilitate this, and (4) developing and testing hypotheses 
for further research.
The tape recorded conversations were transcribed. At first, the author classified the data 
into categories. The author unitised the different pieces of data. A unit can consist of 
one word, a sentence or a complete paragraph. The units of data were labelled and 
assigned to the selected categories. Once the data was reduced and arranged into a more 
manageable and comprehensive form, the author searched for patterns in the data. These 
patterns helped the author to find relationships between the key terms of the data which 
lead to a more hierarchical approach of categorisation and coding of the data while the 
generation of an explanation for the research questions and objectives progresses 
(Saunders, et al., 2002).
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4.3.2 Within-case analysis
The author followed Killer (2002) and used a method for data analysis that was adapted 
from Reich and Benbasat (1990). The data analysis was performed in two major steps: 
(1) within-case analysis and (2) cross-case analysis. The advantage of the within-case 
analysis is that it can deal with a high volume of data (Eisenhardt, 1989) and therefore, 
avoids “data asphyxiation” (Eisenhardt, 1989, p. 540). Within-case analysis supports 
“unique patterns of each case to emerge before investigators push to generalize patterns 
across cases. In addition, it gives investigators a rich familiarity with each case which, 
in turn, accelerates cross-case comparison” (Eisenhardt, 1989, p. 540). Following the 
application of the methodology of Eisenhardt (1989) in Reich and Benbasat (1990), two 
steps are necessary in a within-case analysis: (1) data assimilation and (2) data 
interpretation. During data assimilation, a value is assigned to each of the factors that 
influence IT outsourcing or IT out-tasking. During data interpretation, the data is 
summarized into higher-level models.
4.3.3 Cross case analysis
A cross-case analysis was conducted to search for cross-case patterns (Eisenhardt, 
1989). In this phase, the SMEs were ranked by their dependent variable, which is 
perceived IT outsourcing (ITO) success and compared in order to search for cross-case 
patterns (c.f., Killer, 2002; Reich & Benbasat, 1990). IT outsourcing success was 
determined by measuring the level of achievement of the three expected core benefits 
(c.f., Grover, et al., 1996):
■ Achieved strategic benefits (i.e. refocused on the core business, enhanced IT 
competence, and increased access to skilled personnel)
■ Achieved economic benefits (i.e. enhanced economies of scale in human 
resources, economies of scale in technological resources, and increased 
control of IS expenses)
■ Achieved technical benefits (i.e. reduced the risk of technological 
obsolescence and increased access to key information technologies)
In order to find out the level of perceived success for each core benefit, the answers of 
the questionnaire were quantified. Since they are on a five-point Likert scale, they were 
assigned values between -2 and 2. The value -2 was assigned to “strongly disagree” the
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value -1 to “disagree”, 0 to “neither agree nor disagree”, 1 to “agree”, and 2 to “strongly 
agree”.
The success of achieving one of the core benefits was then calculated by taking 
averages of the answers. Finally, the level of perceived IT outsourcing success was 
determined by taking the average o f the three core benefits and the overall satisfaction 
level of the achieved benefits. The following levels of perceived success were assigned 
by the author for the calculated averages:
■ average lower than -1.26: very unsuccessful
■ average between -1.25 and -0.51: unsuccessful
■ average between -0.5 and 0.5: neither unsuccessful nor successful
■ average between 0.51 and 1.25: successful
■ average over 1.26 very successful
No further statistical approach was used due to the small sample size, but the data was 
simply checked to find out how each of the capabilities influenced IT outsourcing.
4.3.4 Validity and reliability
In qualitative research, the validity and reliability of the research methodology and its 
instruments depend largely on the proficiency of the researcher (Miles & Huberman, 
1994). Yin suggests several tactics to address validity and reliability issues. According 
to Yin (1994), there are four common tests in all social science methods that can be 
summarized as follows:
■ Construct validity: establishing accurate operational measures
■ Internal validity (only for explanatory or causal studies): establishing a causal 
relationship
■ External validity: establishing the domain to which the study results can be 
generalised
■ Reliability: demonstrating that the operations of the study can be repeated 
with the same results
Table 8 illustrates how the author applied these tests to this study to ensure the quality 
of the research. Construct validity is ensured by establishing a chain of evidence 
through triangulation (use of literature and multiple samples) and by having the
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interview partners read the interview summary and a draft case report. However, the 
limits due to the limited number of samples must be kept in mind. Even though internal 
validity is not expected in exploratory research, it is addressed by using analytic 
induction, a method that is familiar to pattern-matching (Miles & Huberman, 1994).
The use of a multiple-case study approach ensures the external validity of this research 
as well as the sampling selection of SMEs from different industries. The delivery o f a 
case study protocol and the creation of a case study database, where all raw data is 
stored, account for the reliability of this study.
Table 8. Research tactics of this thesis to ensure the quality of the research
Tests Case Study Tactic Phase of research in 
which tactics occur
Tactics of this thesis
Construct
Validity
Use multiple sources of 
evidence
data collection Methodological and data 
triangulation: use of 
different sources of 
evidence and literature, 
databases, visits of 
companies, information 
from customers and 
clients
Establish chain o f evidence data collection use of multiple-cases 
interview partner
Have key informants review 
draft case study report
data collection contacted and reports 
discussed
Internal
Validity
Do pattern matching 
Do explanation building 
Address rival explanations 
Use logic models
data analysis 
data analysis 
data analysis 
data analysis
use of analytic induction 
(exploratory research)
External
Validity
Use theory o f single-case 
studies
Use replication logic in 
multiple-case studies
research design use o f multiple-case 
study approach
Reliability Use case study protocol 
Develop case study database
data collection 
data collection
case study protocol 
provided
raw data collected for 
individual inspection
Source: Yin (1994, p. 34)
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This section provides a summary for the data collected from the interviews.
COMPANY G, COMPANY I, COMPANY_C, COMPANY_E, and COMPANYJ are 
summarized in Table 9. COMPANY_H, COMPANY A, COMPANYF, 
COMPANY_B, and COMPANY D are summarized in Table 10.
4.4 Summary o f the cases
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The cases are described by explaining the results of the measurement of perceived IT 
outsourcing success and by presenting case summaries in accordance with the five IT 
governance domains. It is important to mention that the collected evidence is heavily 
based on the answers of the respondents. It is understandable that most companies 
present themselves in a better light than they might actually be in. Therefore, all 
answers of the respondents must always be critically evaluated.
4.5.1 COMPANYA
COMPANYA’s history began in 1963 when the founder discovered turkey farming in 
the United States and brought this kind of farming over to Bavaria, Germany. At that 
time, investing in turkeys was a gamble. Nowadays, however, COMPANY_A is one of 
the largest suppliers of turkey products in Germany. COMPANYA stands for excellent 
products with the highest possible quality standards and resolute customer focus. The 
company has extensive specialist knowledge as Germany's oldest turkey specialist with 
an uncompromising approach to quality and reliability and an extensive range of turkey 
specialities, and the company operates according to its strong values (i.e. tradition, 
honesty, fair partnership and continuous improvement). The company has 200 
employees and a turnover between 10 and 50 million Euros.
F.K. is head o f IT and reports directly to the CEO. COMPANY A has outsourced most 
of its IT infrastructure services (i.e. LAN, WAN, deployment reporting and consulting) 
since eight years. The company's rarely encountered problems were mainly in the 
operational phase of IT outsourcing:
“O f course, in the first step we started outsourcing with small changes 
so that the major parts were not touched. This enabled us to start easy 
and did not shake up the whole concept here in one big step. ”
4.5.1.1 IT  outsourcing success
The company is obviously very successfi.il in its entire IT outsourcing operations which 
can be concluded from Figure 13 and Figure 14. F.K. states that COMPANY A is very 
satisfied with the overall advantages from IT outsourcing, which is supported by the 
indicators of IT outsourcing success. The values indicate that the company is very
4.5 Description o f the cases
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successful in achieving strategic (1.67) and technical (2.0), and successful in achieving 
economic (0.67) benefits.
Figure 13. Achievement of benefits at COMPANY A
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Although F.K. agrees that the company has many advantages from IT outsourcing, he 
states that the company does not profit from cost saving due to enhanced economies of 
scale. F.K. is not considering stepping back from IT outsourcing, but COMPANY A 
has once changed its outsourcing provider already because the previous provider was 
too small to satisfy the growing demands of COMPANY A. Opting out from IT 
outsourcing is currently not an option for F.K.:
“Yes, I  thought about the idea several times already, but only about 
how I  would approach it. Actually, I  do not currently have a concept 
that would work. Eventually, [...] i f  I  have such a high budget that I  
could invest it in enormously increasing the technical expertise o f my 
employees. But I  do not... "
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Figure 14. Perceived IT outsourcing success at COMPANY A
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4.5.1.2 Case summary
According to F.K., COMPANY A depends very much on its IT. Therefore, the 
awareness that the IT is important for sustained competitive advantage is very high in 
the company. The company's strategy and goals are communicated internally via a 
quality management system that uses a corporate portal based on ISO 9001 standards.
In the opinion of F.K., COMPANY A has very open internal communication habits. In 
fact, the company has an intranet system to publish strategy, information and 
knowledge. This system publishes web pages with a variety of topics such as helpdesk 
or ERP system.
F.K. states that the IT employees are aware of the business objectives of the company. 
Targets and directions of the management are determined by annual goal planning 
through the senior management. Furthermore, they are communicated via the intranet, 
through operational meetings, but also informally at lunch. COMPANY_A seems to 
profit from a very close interaction between the management and employees. According 
to F.K., key users are also present in areas that are not within their primary 
responsibility. This seems to ensure that the IT employees learn from other departments 
and vice versa. This indicates that the stakeholders are integrated in the IT operations. 
For example, F.K. explains that if it comes to changes in operations due to IT 
outsourcing, then the affected employees, key users, and often the executive 
management are addressed in the project.
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F.K. is solely responsible for all IT outsourcing activities at COMPANYA. He states 
that the company wants to continuously improve its processes through standardisation.
The company mentions that reducing operating costs, enabling driving processes to 
increase cost effectiveness, and missing IT know-how are as reasons for IT outsourcing. 
Accordingly, the expected benefits from IT outsourcing are seen as the use of special 
know-how for the various projects and cost transparency. F.K. declares that he measures 
the benefits from IT outsourcing rudimentarily using a cost-benefit approach.
In F.K.s opinion, quality assurance for the IT is part of the company’s ISO 9001 
certification. He states that regular analyses are performed by an external auditor to 
improve the IT outsourcing process and the expected benefits. Furthermore, it is 
explained that the risk management process is also a part of the company’s ISO 9001 
processes. F.K. states that IT-related risks are recognized using specific analysis 
methods that examine what scenarios exist and how they affect the company.
As described by F.K., the approach for planning, implementation and management of IT 
processes is subject to the typical management level. Depending on what process is 
being addressed, planning is done in a team, which means the board of directors and the 
key users are usually integrated. This process is declared to be in accordance with the 
ISO 9001 certification.
For many topics, the company uses a variety of tools to document its processes. Core 
and ancillary processes are defined and documented in the ISO 9001 certification. The 
decision on what and how much of the IT functions should be outsourced is 
standardised.
F.K. considers the suppliers as value partners. He states that he maintains a good 
relationship with the suppliers through regular telephone contact and meetings at 
various events. In addition, F.K. always informs the supplier on what is happening in 
the company and often invites them to company events. Furthermore, he states that 
COMPANY A adheres to the classic project management approach which is based on 
the management cycle. First, the targets of an IT project are defined and resources 
planned. After the implementation, the results are reviewed and improved.
Continuously, COMPANY A also uses management cycle approach for the 
management of its IT resources which are planned in accordance with the IT projects.
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According to F.K., standardisation is also a strategy for the procurement resources.
Here, the use of leasing contracts seems to support keeping IT costs low.
It can be argued from the provided answers that the executive management, IT and key 
users are involved in planning the IT infrastructure which takes place three to five years 
in advance. From that planning, annual operational objectives are derived. Evidence for 
this conclusion is that the process is described in the ISO9001 documentation.
F.K. says that he is constantly browsing through the IT market for changes and updates 
to keep the company’s IT requirements up-to-date. Before he awards a contract, he 
compares the prices of the vendors by checking market prices on the Internet. However, 
if COMPANY_A already has a framework agreement with a supplier, then this vendor 
is preferably selected for new projects. In the opinion of F.K., IT contract management 
is at a very professional level at COMPANY_A. This appears to also be documented in 
the ISO9001 documentation. F.K. states that the company uses templates for services 
contracts specifically adapted for the IT sector.
COMPANY_A provides training to ensure that the employees are up-to-date with IT 
skills. As explained by F.K., this is not standard IT training but thematically-focused 
courses for interested employees. The company states that it uses employee appraisals 
and on-going feedback discussions to develop his IT employees. F.K. evaluates the IT 
knowledge of his employees as well as their business knowledge as good consistently.
According to F.K., he requests regular feedback from other departments to ensure that 
the IT infrastructure is suitable for the company and can offer all necessary services.
The performance of the IT service provider is managed by evaluating the results of the 
projects, requesting written performance statements and by close cooperation with the 
supplier. Using the vendor evaluation approach of their ISO9001 process,
COMPANY A also measures the quality o f their suppliers. This classic QM instrument, 
which the company seems to have implemented across all departments, evaluates 
according to the following criteria: reliability, success rate, errors, costs, and delivery 
accuracy. The results of the IT outsourcing are monitored within the scope of the 
projects. F.K. states that he regularly evaluates the results of the work which the IT 
service providers deliver. The results are then compared to SLAs, which are defined in 
accordance with the importance for a system. According to F.K., the company is very
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ambitious in continuously improving the performance of the IT service providers. The 
focus here is on promoting good cooperation and regular communication. This case is 
summarized in Figure 15.
Figure 15. Case summary of COMPANY A
Value Delivery
■ IT considers itself as „managers“
■ Expected benefits are documented
■ Measurement of benefits through 
cost/benefit analyses
■ High integration of departments in 
case of IT changes
■ Use of external auditors to evaluate 
IT
Strategic Alignment
■ Strong strategy process
■ Communication and information 
sharing through central knowledge 
portal
■ Very open internal communication 
habits
■ Annual goal planning and continuous 
communication
■ Close interaction between 
management and employees
■ Key-users are deeply integrated in IT 
processes, but also in off-topic 
issues
■ Key-users are encouraged to look 
„outside-the-box“
Risk Management
■ Risk management is part of detailed 
QM process
■ IT planning part of QM process
■ Use of tools to enhance daily 
processes
■ Suppliers are considered partners
■ Suppliers are invited for company 
events
• Facilitation of project management 
methods
Performance Measurement
■ Regular supplier feedback from the 
departments
■ Supplier need to deliver written 
performance reports
■ Active measurement of supplier 
performance
■ Use of project management methods 
to evaluate the outcomes of IT 
outsourcing
■ Strong focus on improving the 
benefits of IT outsourcing
Resource Management
■ Management cycle approach for 
resource management
■ Focus on standardization
■ Integrated planning of IT 
infrastructure
■ Market research for procurement
■ Existing service providers are 
preferred
■ Strong contract facilitation and 
monitoring
■ Weekly in-house IT training for 
employees
■ Strong relationship with vendors
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4.5.2 COMPANY!*
According to its company homepage, COMPANY_B is a leading developer and 
manufacturer for solid/liquid separation equipment. The company’s expertise comes 
from decades of experience supplying separation solutions for the chemical, 
pharmaceutical, environmental, and mining industries. COMPANY_B designs, 
manufactures and services centrifuges, filters and dryers, and engineers systems 
individual to the customers’ needs. Since 75 years, COMPANY__B has been a leader 
and innovator in the chemical process equipment industry. The company holds over 500 
patents. The headquarters of COMPANYB is located in Bavaria, Germany. The 
company emerged from a business unit o f “process technology” of the former large 
company in 2001 due to a management buy-out. With 286 employees, COMPANY_B 
has increased its turnover from 80 million Euros in 2006 to 115 million Euros in 2007 
and today sells its products to 60 different countries with affiliates in USA, GB, France, 
Italy, China, India, and Russia.
COMPANY_B states that it has outsourced the data centre since 2002 and SAP 
consulting services since 1999 with various outsourcing partners. Since 2002, the 
COMPANY_A also outsourced the SAP application services. In addition, the company 
outsourced the complete anti-virus issue, upgrades, spam filtering, PBX, and printing 
services.
According to J. S., the company previously faced problems primarily in the operational 
phase of IT outsourcing. COMPANY_B is in a special situation, since the company 
emerged in 2001 from a management buy-out and eventually became responsible for its 
own IT-related services, after being centrally IT-controlled for many years. The first 
task was then to cut the costs. J. S. explained that the supplier of the previous parent 
corporation of COMPANY B did not fit COMPANY B anymore, because it was too 
inflexible to respond to the changed demands of the newly-created SME-like company.
4.5.2.1 IT  outsourcing success
Figure 16 and Figure 17 illustrate the level of perceived IT outsourcing success at 
COMPANY_B. J. S. agrees that COMPANY B is satisfied with the overall advantages 
of IT outsourcing. However, the values indicate a discrepancy. The company’s 
perceived success in achieving strategic benefits is good (0.67) and moderate in gaining
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economic benefits (0.33). However, the indicator for achieving technical benefits (-0.5) 
highlights a tendency towards being unsuccessful.
Figure 16. Achievement of benefits at COMPANY B
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Figure 17. Perceived IT outsourcing success at COMPANY_B
very successful:
over 1,26
successful:
between 0,51 and 1,25
neither unsuccessful nor
successful:
between -0,5 and 0,5
unsuccessful:
between -1,25 and -0,51
very unsuccessful:
lower than -1,26
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J. S. states that COMPANYB did not enhance its IT competence due to IT 
outsourcing, it does not have advantages from economies of scale, and the company did 
not enhance its control over its IT cost. Furthermore, the risk of technological 
obsolescence has not been reduced due to IT outsourcing:
“We always adapt our technology to meet the requirements. And  
risking technological obsolescence means [...] intentionally not 
updating our systems for cost reasons, but against better knowledge. O f 
course, [due to IT  outsourcing] we have a modern data centre with up- 
to-date infrastructure. But i f  we ran it on our own, we would also have 
an up-to-date infrastructure. ”
Altogether, COMPANY_B mentions no intention at present to quit the IT outsourcing 
agreements with its suppliers. Although J. S. could end IT outsourcing contracts at any 
time, he states that there is currently no reason to do that. According to the company, 
the quality of the services provided is good and COMPANYB has had good 
experiences overall with its current suppliers. However, if there are new suppliers that 
can offer a better return on investment (ROI), then COMPANY B would check the 
risks associated with a change of suppliers and weight those against the advantages.
4.5.2.2 Case summary
According to J. S., COMPANYB’s dependence on IT is rather low and the company 
could accept being without IT for half a day. Therefore, the awareness for the 
importance of IT to achieve sustained competitive advantage is also rather low. 
However, the IT department’s awareness for the strategy and goals of the company are 
considered high. Figure 18 gives an overview of the case.
J. S. states that the company’s strategy is communicated using a highly developed aim 
planning system and other departments learn about the IT goals by using a central 
directory which stores status reports of the progress. Each department can use the 
database to get information about each other's department. IT strategy planning of 
COMPANY_B starts every year in September, when the budget for the succeeding year 
is planned. Besides that, the company also has a middle-term and long-term strategy 
plan for its IT.
COMPANY_B’s philosophy for investing is to provide a stable and secure IT 
environment for its users. IT decisions are made by considering the relevance of the
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investment, the ROI, and security aspects. An advantage seems to be the ambidexterity 
of J. S. who can draw on a strong combination of IT and business knowledge.
J. S. puts an emphasis on having “whole-bloodIT employees ” in order to make sure that 
they learn from other departments or other companies. The company’s IT administrators 
are not high-level specialists who are deeply knowledgeable in theoretical aspects, but 
their profession is also their hobby.
According to J. S., the IT department is heavily included in operational issues. 
Knowledge is mostly built and shared within projects. Every key user represents a 
department and these employees get special appreciation from IT. The key users enable 
COMPANY B to support 200 users with two active IT administrators.
J. S. is solely responsible for all IT outsourcing activities. The reasons for IT 
outsourcing are costs, erratic spending, operations and maintenance, enabling processes, 
missing IT knowledge, technical security, and being independence from single 
personnel.
COMPANY B states that it puts a focus on controlling to achieve the advantages from 
IT outsourcing. The company controls its suppliers by using error documentation, cost 
controlling, and ticketing. As long as the services are running well, J. S. does not 
intervene. The advantages are measured and assigned to a financial value. Two control 
variables are used: costs per client workstation.
The company calls upon the creativity of its employees; hence the company does not 
restrict their use of IT. The employees have high administration rights on their PC's, 
which means that the company has a lot of trust in its employees since nobody can be 
sure that external devices are not being used to steal important information.
Nevertheless, the company approaches risk management issues and implements all 
regulations required by law. It assesses IT related risks through internal analysis and the 
use of external input. J. S. learns about new dangers by reading IT journals or 
conversation with partners, but also by hired external security checks.
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Figure 18. Case summary of COMPANY B
Resource Management
• Ad-hoc approach for resource 
management
■ Classic procurement approach with 
clear definition of requirements
* Empowerment of employees to 
make business-driven IT decisions
■ Hiring IT staff that is „bom into the IT 
topic"
■ Training on the job approach to keep 
IT staff up-to-date
■ Use of gut feeling to assess 
suppliers
Strategic Alignment
- Highly developed aim planning 
system
■ Central directory and database for 
company and related IT strategy
■ High degree of trust between CEO 
and head of IT
■ High IT integration in process 
management and operations
■ Use of key-user concept
■ IT administrators have broad IT 
knowledge
■ Use of project management methods 
to manage IT
Performance Measurement
■ Active performance control and 
measurement of system stability
■ Interference only if it performance is 
not accurate.
Risk Management
■ „Open“ IT strategy
■ Employees are highly trusted
■ Continuous internal risk analysis
■ Use of external vendor to assess 
security risks
■ Strong relationship building with 
partners, suppliers, etc.
■ Often use of gut feeling
■ Processes are documented in a 
central database
■ Focus on pre contract phase during 
procurement
■ Trust relationship with suppliers
Value Delivery
■ Clear task definitions for suppliers
■ Use of a ticket system (incident 
database) to document errors and 
solutions
■ Strong controlling of suppliers
■ Focus on cutting IT costs
The company uses a central database to document its IT processes which are controlled 
by checking whether or not they are really necessary and efficient. The standards for 
process management and documentation are defined in accordance with ISO 9000.
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According to J. S., the definition of core and ancillary IT processes is done by using 
“gut feeling” within the company. The executive board meets monthly to discuss 
processes, but there is no detailed documentation for each IT process, just for IT 
infrastructure and services. Therefore, COMPANY_B decides about which IT services 
are outsourced by considering the usefulness of IT outsourcing. IT changes that affect 
organisational processes are communicated through rough process descriptions that are 
also stored in the central database. J. S. says that it is very important to put a focus on 
the pre-project phase and check each detail of the contract before signing it. He scans all 
contracts to make them available online.
J. S. explains that it is essential to have a direct, open and honest communication with 
the service provider, and he argues for a valuable and close relationship with his 
suppliers. The company arranges at least one meeting per service provider and year. 
However, the suppliers are subject to a very rigorous assessment which is driven by the 
purchasing department.
The company’s approach to IT project management is based on the demand. It also 
depends on the type of the project, whether it is a small service issue (i.e. installing a 
new server) or a large endeavour (i.e. implementing a new email system). Therefore, the 
company wants partners with a high level of competence. COMPANY B performs a 
medium-and long-term planning of IT resources. The IT department receives 
information about the company's growth from the management and can thus assess the 
future number of employees. The demand of IT resources increases with the number of 
employees. In the short run, the company is very flexible and also conducts annual 
short-term planning.
COMPANY_B has no documented process for monitoring the results of the IT 
outsourcing, but the company uses an active performance control approach to ensure 
that the IT infrastructure for the company is suitable for all the business operations. A 
key factor is the system stability during the working hours, which is meticulously 
measured. As long as the service is sufficient, COMPANY_B does usually not contact 
the provider, but if it is not sufficient, then the company talks to the supplier on very 
short notice. J. S. measures the contribution of IT to business success with three 
indicators: productivity, total cost of IT in comparison to the turnover, and the cost per 
computer workstation. However, benchmarking with other companies is not an option.
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COMPANY_C was founded in 1977 in Austria and today is a small and successful 
family-owned print shop that prints in a 3-shift operation using the latest printing 
technologies. COMPANYC has 50 employees and a turnover between 2 and 10 
million Euros.
According to E.K. (CEO of COMPANY C), the company has no internal person who is 
responsible for IT and thus outsourced the complete IT infrastructure to a local small 
business service provider. E.K. estimates her own IT knowledge as minimal so that she 
approaches her provider on an ad-hoc basis when problems arise:
“I  have a system administrator that does everything. And I  haven 7 
actually been confronted with any problems. I  tell him what I  need and 
what I  want and he delivers it. ”
E.K. is currently not considering changing her external system administrator. She agrees 
that COMPANY C is satisfied with the overall advantages from IT outsourcing.
4.5.3.1 IT  outsourcing success
Figure 19 and Figure 20 illustrate the level of perceived IT outsourcing success at 
COMPANY C. The indicators of IT outsourcing success show little success in 
achieving strategic (0.33) and economic (0.33) benefits, but quite some success in 
achieving technical (1.00) benefits.
Although E.K. agrees that the company has many advantages from IT outsourcing, she 
states COMPANYC was not able to increase its IT competence through IT 
outsourcing. She is unsure about both whether that COMPANY C enhanced economies 
of scale in technological resources and whether the company has increased its control of 
IT spending, but she agrees that the company reduced the risk of technological 
obsolescence and that the company profits from the access to well-educated IT 
personnel as well from some access to key technologies.
According to E.K., COMPANY C highly depends on its IT:
“ Well, i f  it does not work, then we have difficulties to do our jobs. We 
cannot fulfil our orders. ”
4.5.3 COMPANYC
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However, she believes that the awareness for the importance of IT to maintain 
competitive advantage is rather low:
“All the printers in the area are so busy so competition has nothing to 
do with it. Nevertheless, my employees know that IT  is veiy important. ”
Opting-out from IT outsourcing is currently not an option for COMPANY_C. 
Figure 19. Achievement of benefits at COMPANY C
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Figure 20. Perceived IT outsourcing success at COMPANY_C
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successful: 
between 0,5 and 1,25 
neither unsuccessful nor 
successful: 
between -0,5 and 0,5 
unsuccessful: 
between -1,25 and -0,5 
very unsuccessful: 
lower than -1,25
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COMPANY C is the smallest company in the sample. There is almost no IT knowledge 
in the organisation. The complete IT service is outsourced with considerable success. 
Although the company seems not to show capabilities in all IT governance domains, 
relationship building with trust seems to be an important capability as well as 
communication within the company and with the supplier. According to E.K., the 
company has established processes for the procurement of IT (e.g., key user concept) 
that are not documented. The summary of the case is illustrated in Figure 21.
Figure 21. Case summary of COMPANY C
4.5.3.2 Case summary
Resource Management
■ Limited approach to resource 
management
* Use of intuition and gut feeling
■ No SLAs
Performance Measurement
■ Experience and gut feeling are used 
to evaluate supplier
■ Trust is important
■ Existing provider is preferred in 
procurement
Strategic Alignment
■ No IT department
■ CEO is also head of IT
■ Ad-hoc meetings to communicate 
goals and objectives
■ No IT strategy
■ IT plans are driven by demand of 
operations
■ IT supplier is not included in 
business problem solving
■ Integration of stakeholder in IT 
decisions
Value Delivery
■ No active approach to manage value 
delivery through IT
■ High dependence on supplier
Risk Management
■ Risk management In the hands of 
supplier
■ Passive approach to risk 
management
■ No contract with supplier
■ Annual review of other contracts
■ Ad-hoc relationship with supplier
■ High level of trust with supplier
■ Suppliers is considered as a partner
4.5.4 COMPANYD
COMPANYD, located in Austria, is a producer of table, de-icing, commercial, 
industrial, pharmaceutical, and animal salt. The salt production in Austria can be traced 
back to the 9th century and salt mining was either a public or clerical endeavour until
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the 20th century. In 1979, however, COMPANY D was founded as a privately-held 
stock cooperation. Until autumn 2007, COMPANY_D was producing around 800.000 
tons of vacuum salt per annum. Then, after enlarging the production facilities by 
investing around 100 million Euros in a fourth evaporator, a third storeroom, a 
warehouse for finished goods, and numerous auxiliary components, COMPANY D 
produces now over 1.100.000 tons of salt per annum. The company has subsidiaries in 
Hungry, Italia, Slovenia, Czech Republic, and Croatia and achieved a turnover of 65.3 
million Euros in 2007. About 205 of the 375 employees work in Austria.
COMPANY D has outsourced the hardware maintenance. Programming tasks are also 
completely outsourced, since the company principally does not perform its own 
programming tasks. Furthermore, COMPANYD has a service provider for database 
administration and temporarily during projects. The ERP is hosted in-house. 
COMPANY_D defines the requirements and the extensions for further developments, 
but they are always programmed outside. The company also outsourced the printer 
management services.
According to D.Q., head of IT, IT outsourcing problems often arise during operations. 
Besides technical problems, there are mainly problems with the supplied software. 
Furthermore, D.Q. mentions some problems during projects:
“Last year we tried to staff a project completely externally including 
the project manager. But it was a bad experience fo r us and that is why 
we ensure that we assign the project manager internally in eveiy 
case. ”
The topic of the project was the transfer of the data centre from one location to the 
headquarters. COMPANY_D tried to outsource the whole project. However, undefined 
interfaces caused many difficulties. For example, the internal departments were not 
accessible to the project partners:
"The external partners had many difficulties in getting the necessary 
contacts to obtain access to needed information. As a result, the project 
time frame over-extended enormously. So much so that we said that we 
would have been much quicker i f  we had organized it internally on our 
own."
D.Q. states that the main reasons for the problems were the unawareness of the service 
provider about the internal processes and the business organisation of COMPANY_D.
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Therefore, the service provider encountered difficulties with establishing the necessary 
communications to the various departments already at the beginning of the project:
"[...] the hired company had not yet completed projects o f this size and 
in this area. So perhaps it a matter o f  choosing the wrong partner."
Currently, COMPANY D is not planning to opt-out from IT outsourcing, but neither is 
full outsourcing an option:
’’That has never been an issue because the strategy is as follows: We 
keep the core technologies and related know-how in-house. I f  we 
outsource, then we do this only in the context o f veiy special services."
The company is thinking about outsourcing the complete processes from paper invoices 
to electronic invoicing.
4.5.4.1 IT  outsourcing success
D.Q. agrees that COMPANY_D is satisfied with the overall advantages from IT 
outsourcing. Figure 22 and Figure 23 illustrate the level of perceived IT outsourcing 
success at COMPANY_D. The values indicate that the company is successful in 
achieving strategic (1.0) benefits, neither successful nor unsuccessful in gaining 
economic (0.33) benefits, but rather successful in achieving technical benefits (0.5).
Figure 22. Achievement of benefits at COMPANY D
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Figure 23. Perceived IT outsourcing success at COMPANYD
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D.Q. agrees that the company did enhance its IT competence and access to skilled 
personal; it also gained advantages from economies of scale. He is unsure whether or 
not that COMPANY D enhanced its control over IT costs, reduced the risk of 
technological obsolescence and IS expenses or enhanced economies of scale in human 
resources. D.Q. also agrees that the company increased its access to skilled personnel 
and was able to focus on its core competences through IT outsourcing.
4.5.4.2 Case summary
This case is summarized in Figure 24. According to D.Q., there are standardised 
processes for the communication of corporate strategy and direction of the company. 
These include regular meetings with the management. The corporate strategy is defined 
in a paper which is stored in a central database system, reviewed and adapted every year 
during the strategic planning process. Every employee has the opportunity to browse in 
the system for the retrievable information about the company. Business objectives are 
discussed in monthly board meetings and the IT is actively involved in the strategy 
planning process. D.Q. indicates that the IT employees at COMPANY_D continuously 
learn through project work from other departments or even from other companies.
Knowledge is collected and shared in different information platforms. A new reporting 
system, accessible by all departments, provides key parameters about the departments.
D.Q. states that the IT manager is rarely involved in everyday problems in business 
operations. Such problems are usually addressed by the second-level support. With 
larger problems, however, D.Q. always gets involved, because the decision about 
actions taken is always made jointly between the IT staff and the IT director. The heads
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of the departments nominate dedicated contacts to ensure that the IT department 
receives support from all stakeholders.
According to D.Q., the company does not measure the benefits that it expected or 
accrued from IT outsourcing. However, to ensure that IT outsourcing brings the desired 
benefits, the costs are compared with the budget annually. An ongoing quality assurance 
in the IT field is guaranteed, because the IT infrastructure is checked annually by an 
external auditor. To continuously improve the outsourcing process at COMPANYD, 
changes and project progress are permanently discussed and commented on in the IT 
department. The service contracts are renewed annually to ensure that the quality of 
service improves.
D.Q. states that COMPANY_D has a strong IT risk management. He mentions as 
evidence that the IT infrastructure is audited annually by an external vendor and tested 
against certain security standards. Identified weaknesses are being promptly resolved. 
The processes are documented in the helpdesk system and the IT employees must 
document open issues and incidents. The external service providers are also integrated 
in this system. Project documentation happens in this helpdesk system. Core and 
secondary processes are defined by the QM department. IT processes are defined within 
the scope of projects or by requirements. The company always tries to cooperate in new 
projects with the existing vendors. It maintains relatively close contact with its preferred 
suppliers and there is an ongoing communication, sometimes even weekly, and 
invitations to events. The service providers are considered as valuable partners.
There is no documented process for managing the IT resources of COMPANY_D, but 
there is common practice. Technical resources are managed by technical specifications 
that are mainly communicated to the service providers. For the procurement of IT 
resources, COMPANY_D adheres to existing partners, especially when buying 
employee services. Before a contract is awarded, COMPANY_D compares different 
suppliers to determine whether or not the proposed prices are reasonable. Furthermore, 
COMPANY D constantly evaluates new systems.
D.Q. ensures during the daily operation that the IT infrastructure is suitable for the 
business. The company has defined internal SLAs and communicates very much with 
the departments. The monitoring of the performance of IT service providers is done
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through the collection of detailed reports. D.Q. requests exact activity reports from the 
suppliers for all hourly work provided. After each project, the company discusses the 
results together with the suppliers. According to D.Q., COMPANY D is always 
committed to improving the performance of IT service providers. Due to the very close 
relationship, the company can raise problems openly and then solve them together.
Figure 24. Case summary of COMPANY D
Resource Management
■ Common practice for resource 
management
■ Use of skill-matrices for assigning 
responsibilities
■ Focus on existing partners in the 
procurement process
■ Strong selection process with detailed 
specifications
■ Constant evaluation of new systems and 
technologies available on the market
■ Detailed operations planning
■ Active resource planning approach
Strategic Alignment
■ Standardized strategy making process
■ Central MIS, accessible for all 
employees
■ Active IT involvements in strategy 
planning
■ Lack in communication policy of IT
■ Use of projects to share knowledge and 
to ensure learning process
■ ITIL-like process management approach 
(e.g., use of second level support in- 
house)
■ High involvement and integration of 
departments in IT projects
Performance Measurement
■ Weekly communication with supplier
■ Strong control mechanisms and 
approach for reporting (activity reports 
from suppliers)
■ Each project results are discussed with 
supplier
■ Use of internal SLAs
■ Detailed formulism of requirements and 
contract facilitation
■ Internal information exchange and 
discussions with departments
Risk Management
■ Strong approach to manage risks
■ Use of external resources to assess IT 
related risks
■ Use of standardized project and process 
management approaches (framework)
■ Requirements are documented in detail 
to select the right suppliers
■ Integration of external suppliers in 
Helpdesk system
■ Contract monitoring is practised
■ Focus on established suppliers
■ Very good relationship with suppliers
Value Delivery
■ Expected benefits are not documented in 
a plan
■ Annual costs/benefits comparison to 
evaluate benefits
• Continuous contract monitoring
■ Use of external auditor to ensure quality 
of IT
■ Continuous Evaluation and Discussion 
of project advancements.
■ Focus on goals rather than on obstacles
■ Use of a Helpdesk System to document 
errors and solutions
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COMPANY_E is a medium-sized family-owned wholesale company for plumbing, 
heating and building supplies. In addition, services such as heat calculations, strang 
schemes, and radiator planning are offered. The company was founded in the 1930s 
Germany but was later destroyed during the World War Two. In 1958, COMPANY_E 
reopened in Germany and expanded to Austria in 1965. Today, the company has 20 
branches and covers the markets in Bavaria, southern Thuringia, Saxony, and Austria. It 
supplies more than 10.000 specialist craftsmen "just in time" and has bathroom 
exhibitions and competent staff in all branches that consult both end users and 
plumbers. In addition, the company supports the development of new spas with ideas, 
suggestions and 3D computer planning. According to the company’s homepage, over
150.000 different items are stored in the warehouses. In 2007, the COMPANY_E group 
had 850 employees throughout its branches and a turnover of 110 million Euros in.
J.T., head of IT, states that the company outsourced SAP application management, 
which already was responsible for the SAP implementation project. SAP basis 
maintenance is outsourced to another service provider that works only by request. Both 
hardware systems, the ERP and the terminal servers, are supported by IBM. J.T. reports 
no major problems from giving IT services to external service providers:
"No. It is not like this is a major area. As I  said, the seiwice provider 
for our SAP applications also implemented the system. O f course, there 
are times with problems in such a large project, but now the care itself 
runs flawlessly."
4.5.5.1 IT  outsourcing success
Figure 25 and Figure 26 illustrate the level of the perceived IT outsourcing success at 
COMPANY E. The values indicate that the company seems to be very successful in 
achieving strategic (1.33) benefits and successftil in gaining economic (1.0) and 
technical benefits (1.0).
J.T. strongly agrees that due to IT outsourcing, the company can refocus on its core 
business and has enhanced the economies of scale in human resources. Furthermore, he 
agrees that COMPANY_E enhanced its IT competence and its access to skilled 
personal. Additionally it reduced the risk of technological obsolescence and increased
4.5.5 COMPANY_E
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control over its IS expenses and the access to key information technologies. J.T. is 
highly satisfied with the overall benefits from IT outsourcing, because:
“I  cannot really supei'vise a 1000 employee company with a five-man 
IT  department. I  really do not know how because I  actually would need 
two people who have the exact same knowledge in order to offset 
vacations and sick leaves. ”
Figure 25. Achievement of benefits at COMPANYE
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Figure 26. Perceived IT outsourcing success at COMPANY E
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Even if J.T. had the resources to manage the systems, he would not do this on his own:
"I want to be on the safe side. We had some problems earlier with the 
old ERP system when the head o f  IT  and his colleague programmed the 
system. And they did a lot o f  programming and changed more or less 
the whole system."
J.T. expresses concern because if the same situation were to arise again with SAP, then 
COMPANY_E would have a problem, since certain employees are no longer with the 
company:
“[..]  that's why I  prefer to work closely on standards, have a service 
provider [...] and warranty. I f  one o f  his employees leaves the 
company, someone comes after him. I f  someone is on holiday, someone 
else is still there. "
Opting-out from IT outsourcing is not a choice for J.T. at this moment.
4.5.5.2 Case summary
The case is summarized in Figure 27. According to the answers o f J.T., it seems that 
COMPANY_E has few capabilities in the IT governance domains, but is still successful 
in IT outsourcing. It appears that J.T. has an important role in the company. He has IT 
knowledge and just completed a business diploma. Most of the success is grounded in 
his person and his efforts to build up capabilities for business-IT linkage. Furthermore, 
intuitive process management and selective IT outsourcing may be a reason for the 
perceived success as well as the continuity in vendor relationship management.
J.T. states that COMPANYE depends highly on its IT. However, not everybody in the 
company shares this opinion. J.T. sees weaknesses in internal communications. Targets 
and directions of the management of COMPANY_E are not clearly communicated and 
there is no process to ensure that other departments know the IT objectives. 
Furthermore, J.T. states that it is also difficult to ensure that the IT learns from other 
companies. He has the budgetary control over the IT investments, but priorities are set 
in consultation with the CEO. It is explained that COMPANY_E has no strategic IT 
planning and the IT infrastructure is planned over a relatively short period. The CEO 
makes sure that the IT gets the support of all stakeholders in the management of IT 
projects.
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According to J.T., the company’s reasons for IT outsourcing are costs of operation and 
maintenance, but also lack of IT knowledge. The expected benefit from IT outsourcing 
is the certainty that COMPANY E does not need to build up deep IT know-how and 
that the IT is kept running. COMPANY_E follows selective outsourcing to ensure that 
IT outsourcing provides the required advantages.
Based on the answers provided, an ongoing quality assurance in the IT field seems not 
to exist, just as there is no QM department in the company. There are occasional 
meetings with service providers. Perhaps, this is because they are located very far away. 
The company has no dedicated evaluation criteria for suppliers, but size and experience 
of the supplier plays an important role.
COMPANY_E shows also no master plan to manage IT-related risks and the IT 
processes are little documented. Therefore, planning, implementation and management 
of IT processes depend primarily on personal communication. J.T. emphasizes that 
many errors occur because of unreliable work results. Only some training 
documentation for SAP and a little user documentation from the IT department exist. In 
Addition, some checklists exist, but just a few for tasks like SAP user management or 
the installation of notebooks for the sales department. The relationship with IT service 
providers is usually maintained by telephone. They meet on an irregular basis. Email 
communication plays an important role. J.T. considers the relationship COMPANY E 
and its supplier as "valuable". COMPANY E has no defined approach for the 
implementation and management of IT projects. However, J.T. argues that he tries to 
use some project management methods, but there are some problems in the cooperation 
with employees in the ongoing projects. He states that too many projects at 
COMPANY_E are approached by using gut feeling and sometimes too quickly, without 
having a plan. J.T. regularly goes to fairs to keep the IT requirements up-to-date. He 
also tries to keep in touch with colleagues through networking. J.T. seeks to plan the 
larger projects first when planning his IT resources. He focuses on the development of 
broad general knowledge with its IT staff. He tries to promote self-training among his 
employees.
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Figure 27. Case summary of COMPANY E
Ressource Management
■ Minimal resource planning through Head 
of IT
■ Standard procurement process in the 
hands of head of IT (has trust of CEO)
■ Use of networks and visits of IT trade 
fairs and exhibitions
■ Promotion of employee self-training
Strategic Alignment
■ Low level of strategy making and 
communication
■ Learning process driven by project work and 
experiences
■ Use of intranet platform to share knowledge, 
but participation is low
• IT decision making in lead of Head of IT (who 
has strong business and IT knowledge)
■ Use of key-user concept
■ IT project can only be accomplished by the 
support of the departments
Performance Measurement
■ Reactive approach for performance 
management
■ Passive monitoring
■ Ad-hoc communication of errors to 
suppliers
■ Emphasis on finding a partner that fits to 
the demands of the company
■ Use of strict selection criteria for 
selecting a partner
Risk Management
■ Simple risk assessment approach
■ Planning on ad-hoc basis in operations
■ Process changes are results of 
communications in operations, but not 
documented
■ Ad-hoc problem solving
■ Minimal use of documentation and check­
lists
■ High level of trust with the supplier
■ Minimal use of project management 
methods
■ Use of gut feeling when managing projects.
Value Delivery
■ Selective IT outsourcing based on the 
expected benefits
4.5.6 COMPANYF
According to its website, COMPANY F is operative in the automotive supplier 
industry and manufactures engine-independent heating systems, water pumps, air 
conditioners, and roof hatches. The company emerged from the business unit “Bus” of a 
leading manufacturer of air conditioning systems for the automotive industry. At the 
end of 2005, the business unit was taken over by investors and the management and 
from then on operated as a separate legal and financial entity. Today, COMPANY F is 
a company with SME-like company structures. The company delivers individual and 
cost-effective solutions which have been optimally tailored to diverse climatic 
conditions, and it defines the quality and reliability of its products as one of its main
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drivers for competitive advantage. Therefore, COMPANYJF states that it aims at a high 
level of initiative power to stay ahead of the growing demands its customers. Besides 
expanding in the home markets with new product groups, the company intends to 
intensify its activities in the growth markets Russia, Asia and Latin America. Its 
turnover is growing by more than ten percent annually and reached 140 Million Euros 
in 2007. The company has around 700 employees at 14 facilities throughout the world.
According to O.N., COMPANY F has outsourced its complete IT infrastructure except 
client services and CAD programming. The workstations and printers are still the 
responsibility of the COMPANY_F. Everything else (i.e. WAN, LANs, data centre, 
ERP system, and special services servers on-site) is completely in the hands of the 
service provider. The CAD development environment is also maintained externally.
O.N. states that the company encountered problems primarily in the operational phase 
of IT outsourcing. The problems are that the quality and performance delivered do 
match the agreed service levels in the outsourcing contract. O.N. mentions that after 
escalating the issues with the service provider, the problems could often be solved. 
According to O.N., the reasons for the problems were:
“I  think the [...] lack o f  understanding by the seiwice provider fo r  the 
problems or the scope o f  the problems. Then, possibly the direct 
assignment o f  a person on the seiwice provider’s side, [...] someone 
who is generaUy responsible to cover all topics and also speeds up the 
reaction time at the provider. [...] Certainly a problem with a lack o f  
resources on the service provider side where specialists are difficult or 
impossible to reach when we need them. ”
COMPANY_F is currently considering splitting up the fiill-outsourcing contract into 
separate ones, because changes within the company require adaptations in the contract. 
But also the current price structure and the level of quality of services do not satisfy the 
client:
"Parts o f  this entire IT  outsourcing contract will have to be terminated 
due to prices not conforming to market trends, due to missing quality 
or also due to changes within the company group that took place.
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Figure 28 and Figure 29 illustrate the results of the measurement of the perceived IT 
outsourcing success of COMPANY_F. The values indicate that the company is rather 
successful in achieving strategic (0.66) and economic benefits (0.66), and very 
successful in achieving technical benefits (1.5).
Figure 28. Achievement of benefits at COMPANYF
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Figure 29. Perceived IT outsourcing success at COMPANY F
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O.N. does not agree that COMPANYJF enhanced its IT competence, because:
“ We have chosen to outsource our IT  to cover a broad spectrum o f  IT  
using a minimum amount o f internal IT  staff We wanted to give 
everything outside to a large team o f external forces and keep only the 
absolutely necessaiy in-house. [..J  It is not necessary fo r us to build­
up some internal IT  expertise. ”
COMPANY_F also has not enhanced economies of scale in technological resources:
“We buy our entire resources from this single service provider and 
therefore the prices are actually static, and I  see that economies o f  
scale are simply not achieved. We buy on demand at a fixed daily rate 
and the daily rate is now more likely the market, so a saving on the IT  
outsourcing is not generated. ”
Altogether, O.N. has mixed feelings about IT outsourcing. On one hand, it helps 
COMPANY_F to work on more issues in shorter time, which would not be possible 
using solely in-house resources. However, withdrawing is not an option for 
COMPANY_F due to the high amount of costs associated with it:
“IT  outsourcing is not the cure fo r  everything as some would think.
[...] The level o f  satisfaction with our service provider is low, [...] 
especially when VIP users call the hotline, there are response times 
that are simply not acceptable to the client as well as for the 
management, hut they are still within the service level agreement. So 
outsourcing takes away the flexibility to respond to specific 
requirements easily."
4.5.6.2 Case summary
According to O.N., COMPANY F depends highly on its IT, but the IT awareness 
within the company is only moderate. The company strategy and IT targets are not 
communicated efficiently within the company. Communication and learning from other 
departments, or even other companies depends on the willingness of each single 
employee. However, the IT department uses an internal knowledge management 
database to store incidents. This database stores problems and their solutions that arise 
somewhere within the company. O.N. states that the IT strategy plan is developed by 
the head of IT and aligned on the company’s overall strategy. The IT infrastructure is 
planned two years in advance. This process seems to be difficult because there is no 
further communication to any other department, only to the executive management. 
O.N. emphasises that this lack of understanding and communication leads to a problem 
in the integration of stakeholders in IT projects.
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Figure 30. Case summary of COMPANY_F
Resource Management
■ Central Reservation system for 
technical resources
■ Continuous IT market monitoring
« Use of framework for benchmarking
« Use of gut feeling to evaluate the
performance of suppliers
Strategic Alignment
• No relevant strategy communication
• Head of IT is not really free in IT 
decision making
■ Weak learning process
■ Use internal database to document 
knowledge and incidents
■ IT decision making is driven by 
departments
■ Low stakeholder integration in IT 
operations
Performance Measurement
■ Focus on transparency of service 
quality through reports.
■ Constant focus on improving the 
quality of service at a lower price
■ Close relationship with supplier and 
immediate response in the case of 
errors or quality issues
Risk Management
■ Risk assessment by external vendor
■ Use of gut feeling in process 
management
■ Little documentation
■ Cooperative contract management 
with supplier
■ Very close relationship to supplier
Value Delivery
■ Expected benefits are not 
documented
■ Contract facilitation & monitoring
■ Annual negotiations with supplier for 
better services and lower prices
COM PANYF’s reasons for IT outsourcing are costs, missing IT know-how and the 
increased business value. According to O.N., increased business value is a result of 
process improvements and technical changes to workflows. Nevertheless, the primarily 
reason for IT outsourcing was the lack of IT knowledge. The company plays a rather 
passive role in enhance the IT outsourcing process and QM is not practised actively. 
Risks are managed by assessing them through an external partner. However, this 
approach is not documented. The company’s steps of planning, implementation and 
management of IT processes are based primarily on experiences from the past. The 
answers lead to the conclusion that core and ancillary processes are identified using gut 
feeling. Processes are documented in the form of work-flow charts which are created by 
the IT department and published using the company-wide intranet. Contracts are created 
in close cooperation between COMPANY F and the IT outsourcing provider. They are
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not monitored actively, but eventually adapted if there are changes on either side of the 
contract partners.
O.N. says that COMPANY_F has no standard approach for project management, but the 
company uses the knowledge of project-experienced employees for projects in 
operation. There is also no documented process for resource management. External staff 
has to be requested by the department. For technical resources, offers from at least two 
suppliers are requested. The decision for the purchase is made by the IT department.
According to O.N., the quality o f the service is extremely transparent and measurable, 
because there are SLAs. They allow COMPANY_F to measure the quality of the 
service provider. O.N. attempts constantly to increase the level of service provided by 
the outsourcer, because he is bound to the fixed price set. The case COMPANY_F is 
summarized in Figure 30.
4.5.7 COMPANYG
According to its homepage, COMPANY_G was founded in Austria as an independent 
subsidiary of a company group that maintains eight production and office facilities 
worldwide. The group itself was founded in 1882 in Germany by two families who still 
own the company today. COMPANY_G has a total of 340 employees including its 
subsidiaries in Poland and the Czech Republic. The turnover of the company is over 50 
million Euros.
COMPANY_G is a leading producer and distributer of black, green, herbal and fruit 
teas that come in loose packs, tea bags or as an instant mixture. The company also 
offers convenience products such as tea-bagged spice mixtures for alcoholic drinks, 
high-quality drinking chocolate, cocoa products, and drinking sweeteners.
M.K., head of IT, explains that the company outsources the maintenance of the EDI 
system, the administration of the AS400 and, parts of the network. Network components 
and configuration are subject to a hardware maintenance contract. However, the 
company prefers to actually do most of the service in-house:
“When we are dealing with a technology in detail, then we are 
convinced that our results are better than solutions from outsourcers. I f  
we do not have time or resources, or i f  it really is not feasible fo r  us to 
acquire the technology, then we usually go into a long-standing
129
relationship with someone. But in such a case, we must be convinced 
that this one delivers good work. ”
Depending on the type of project, M.K., describes several problems that the company 
faced:
“So my feeling after some cooperation with seivice providers is that 
suppliers in Salzburg are generally very bad. I  think some companies 
have veiy bad technicians. [...] Unfortunately, this is the experience 
that we always have."
M.K. mentions further that he avoids frame contracts with anyone. He searches for 
service providers for every single project. Usually he is very happy with the sales 
persons of the vendors, but not necessarily with their technicians:
“I  do not want to say that they did not tiy - this is definitely not the 
case. What’s lacking is sometimes the professionalism and the 
knowledge o f technicians. ”
COMPANY_G already ended an outsourcing contract with a supplier because of prices 
and low quality. However, "The evaluation criteria are certainly subjective in part. We 
have an evaluation system but this cannot be applied for the IT. So we can actually set 
up a separate evaluation for each project [...].“
4.5.7.1 IT  outsourcing success
Figure 31 and Figure 32 illustrate the level of perceived IT outsourcing success at 
COMPANY G. Although M.K. agrees that COMPANY_G is satisfied with the overall 
advantages from IT outsourcing and the answers provided indicate that the company 
seems to be successful in achieving technical (1.0) benefits, they also indicate that the 
company does not seem to be successfiil in achieving economic (-1.0) benefits. In 
addition, the company does not seem to have achieved strategic benefits (0.33).
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Figure 31. Achievement of benefits at COMPANYG
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Figure 32. Perceived IT outsourcing success at COMPANY G
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M.K. agrees that the company profits from some advantages through IT outsourcing, 
but he also states that the company was not able to increase its IT competence:
“We relocated the IT  skills to another location. That means, 
unfortunately we do not learn [...]. ”
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Furthermore, COMPANYG does not profit from cost saving due to enhanced 
economies of scale and the control over IT spending did not increase:
"If the savings were so extreme, then I  would fully outsource. But I  do 
not believe that this is useful. [...] We are trying a mixed approach. We 
tiy to externalise systems where our efforts to learn are too much. ”
M.K. agrees that COMPANY_G reduced the risk of technological obsolescence and 
increased its access to key information technology and skilled personnel. Opting-out 
from IT outsourcing is not an alternative, although M.K. mentions that this would be 
quite easy, since the outsourced functions are modular.
4.5.7.2 Case summary
According to M.K., COMPANYG depends highly on its IT. The awareness that the IT 
is important for sustained competitive advantage is high in the company as well as the 
awareness within the IT department of the business strategy and priorities of the 
company. He states further that the communication of corporate strategy and direction 
of the company is a documented part in the overall quality management processes of 
COMPANY_G. A central database is used to share knowledge across the company.
This database also includes an emergency plan and a function to document error with 
categorisation and full text search.
The IT infrastructure is planned in advance over a period of up to five years. M.K. states 
that the IT department often gets involved in solving problems that arise in business 
operations. The aim is to automate all processes in the best possible way. Problems are 
either properly documented or it will be attempted to optimise the processes to avoid 
problems in the first place. The small company size is beneficial to ensure to get the 
support of the stakeholders for IT projects.
M.K. has the sole responsibility for the IT outsourcing operations. The lack of IT 
knowledge is one reason for IT outsourcing but for COMPANY_G, it is more about the 
effort necessary to achieve IT knowledge. Another reason is predictability and stability 
of costs. COMPANYG expects from IT outsourcing to have a back-up strategy for loss 
of employees and that the company does not have to spend too much time in know-how 
building. Nevertheless, the company would rather have some of the resources available 
in-house, but this is not feasible, because the amount and type of duties are simply not
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predictable. M.K. mentions that IT outsourcing might lower transparency. He wants to 
generate a company-wide feeling that the IT infrastructure is in good hands with the IT 
department and also depends on his gut feeling when measuring the benefits from IT 
outsourcing.
According to M.K., COMPANY_G’s quality management system is heavily regulated. 
There are defined corporate objectives that the IT must comply with. There are also 
defined department objectives that the IT must cover.
The measures against IT-related risks are documented in the QM system. Certain risk 
scenarios are analysed and an emergency plan exists based on a documentation of the 
existing IT infrastructure. M.K. is convinced that in the case of an emergency, 
everything necessary is in place to restore the systems to the latest state, since IT-related 
risks are identified and evaluated in the guidelines of the QM system. Problems are 
usually given value in strategy meetings which are external workshops in which the 
strategic plan to minimize risks is discussed.
The core processes at COMPANYG are divided into procurement, production, 
marketing, and distribution. IT processes are defined as secondary processes. The 
implementation of processes is done in a project-oriented way. Requirements are 
defined in collaboration with the departments. IT processes and their relationships 
within the company's organisation are documented in the quality management 
documentation. There is also at least a description in the emergency concept.
COMPANY G stores contracts digitally in a central database to make sure that they are 
always up-to-date. The contracts are annually reviewed by M.K. but there are not often 
reasons for adaptations. The company maintains a very personal relationship with its 
suppliers and the goal for M.K. is to see the service provider as a valuable partner.
When purchasing IT resources, COMPANY G distinguishes between projects and IT 
outsourcing operations. Issues in the context of IT outsourcing are directly discussed 
with the existing suppliers. Everything else is handled in projects. COMPANY_G's 
approach for keeping the IT requirements up-to-date also derives from their project 
management approach.
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M.K. indicates that not the IT, but the internal clients ensure that the IT infrastructure 
fits the company and can offer all necessary services for the operations. The 
performance and quality of IT service providers are monitored through debriefings for 
every single incident.
Figure 33. Case summary of COMPANY G
The contribution of IT to business success is measured by the CFO. Unfortunately, 
however, M.K. does not know the approach. Comparisons with other IT companies in 
terms of benchmarking are not yet implemented but M.K. wants to do this in the future.
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Nevertheless, COMPANY G aims towards continuous improvement of the delivered 
services of the IT outsourcing suppliers. The case is illustrated in Figure 33.
4.5,8 COMP AN Y H
COMPANY_H is an independent Austrian regional bank owned by 7,000 local 
residents and founded in 1938. Today, the bank’s branch network amounts to 32 
locations. COMPANYH focuses on providing services for SMEs, entrepreneurs and 
private clients. The bank’s mission is to support its customers to achieve the best 
possible public funding. Trustworthiness, honesty and openness are values that shape 
the actions of COMPANYH. The bank combines market principles with ethical values. 
The bank’s legal form as a company guarantees continuity in the ownership structure, 
which means predictability and certainty for customers and employees. COMPANY H 
today has 330 employees and a balance sheet total of 1.822 million Euros.
H.M. and G.K. state that COMPANY H uses a shared data centre which is also used by 
other private and mortgage banks in Austria. All account information such as customer 
data or sales data are stored in this data centre which also offers services such as 
checking and evaluating standard hardware for the use in banks. According to the 
interviewees, COMPANY_H never experienced any larger problems with the 
outsourcing of IT services to external service providers. Therefore, the bank is currently 
not considering opting-out from the IT outsourcing operations.
4.5.8.1 IT outsourcing success
Both, H.M. and G.K. absolutely agree that the bank is generally satisfied with the total 
benefits from IT outsourcing. Figure 34 and Figure 35 illustrate the results regarding the 
level of perceived IT outsourcing success of COMPANY H. The values indicate that 
the company is very successful in achieving strategic (1.67), economic (2.0) and 
technical (1.5) benefits.
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Figure 34. Achievement of benefits at COMPANYH
COMPANY H
Refocused on the 
core business 
2.
Increased access 
to key information 
technologies
Reduced the risk 
of technological 
obsolescence
Increased contro 
of IS expenses
Enhanced IT 
competence
Increased access 
to skilled 
personnel
Enhanced 
economies of 
scale in human 
resources
Enhanced 
economies of 
scale in 
technological...
«•*— **«• Neither successful nor 
unsuccessful
«*«»»Volksbank Salzburg eG
+2 | absolutely agree 
+1 j agree 
0 | neither agree nor 
disagree 
-1 | disagree 
-2 j aboslutely disagree
Figure 35. Perceived IT outsourcing success at COMPANY H
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4.5.8.2 Case summary
According to G.K., COMPANY_H depends very highly on IT. The company's strategy 
and direction are internally communicated by using a strategy paper that includes a five- 
year forecast for the strategic objectives of the COMPANYH. The bank involves the 
IT providers in strategy meetings to ensure that they know the business objectives of the 
bank. There are also different types of regular meetings and the IT employees have 
access to a central strategy database. They also learn from other departments by the
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assignment of department-specific tasks. When employees of these departments have 
ideas which need solutions, then they have a directly contact within the IT department. 
The knowledge of the employees is collected and shared via database.
G.K. states that the strategic IT plan comes from the supplier and includes an annual 
resource planning. The IT infrastructure is planned between one and three years in 
advance. The IT managers are highly integrated in the daily business and also highly 
involved in problem-solving processes in the bank’s operation. Here, according to
H.M., the bank uses a highly standardised project management framework. 
Responsibilities are clearly defined.
COMPANYH states that it outsources the IT to reduce costs, especially running costs, 
and to increase the business value for the bank and for its business partners. As 
advantages from IT outsourcing, the bank expects time and cost savings, the use of 
external knowledge and the ability to concentrate on the core business. These expected 
benefits are documented in a detailed plan to ensure that IT outsourcing brings the 
desired benefits. Benefits and milestones are defined and checked off after completion. 
The anticipated benefits are measured by the development of personnel and operating 
costs.
The bank continuously performs market research for an ongoing quality assurance in the 
IT area which is based on the agreement of SLAs, internal and external audits and 
certifications. Due to the strict regulations of the banking sector, the bank and the data 
centre has all major security certifications (e.g., SAS 70, etc.).
According to G.K., a bank is expected to put high emphasis on risk management. 
Therefore, the bank is very distinct about dealing with IT security. IT-related risks are 
identified and evaluated by using a programme of the Austrian Cooperative Association 
in the context of Basel II. Along with the relevant members of the board and the 
departments, the IT makes the decision on what and how much of the IT functions are 
outsourced. When changes (of processes) occur due to IT outsourcing, first the 
employees are informed through process descriptions, work rules or messages boards.
H.M. emphasised that contract management at the bank is defined and documented. 
Evidence for this is regular IT contract checks by external auditors. The bank also 
considers their service provider as a valuable partner. According to G.K., the
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relationship is maintained through participation in various projects and committees, 
such as team meetings, organisation and planning committees and advisory boards.
Both interviewees agree that COMPANYH has an established procedure for project 
management, since a project guide explains the applied project management framework. 
The bank also has uniform procedures for the management of IT resources. These 
procedures cover services, administration, purchasing and sorting-out o f IT resources. 
Similarly, the procurement of IT resources is regulated.
Procurement directives define the approach to purchase services, hardware and 
software. The bank has only one major service provider (i.e. data centre) which is the 
primary contact partner for requests. According to G.K., this service provider also 
provides economies of scale, since it negotiates with major manufacturers to get good 
prices for its clients.
The planning of the IT resources is done based on an annual survey. The survey is 
forwarded to all branch and department heads who discuss it with their employees. 
Planning for IT resources takes place up to three years in advance. According to G.K., 
the bank ensures that IT technicians experience the processes of the bank, and that they 
receive appropriate framing. In addition, they are given access to the maintenance 
databases of the hardware manufacturers to learn from previous problems and solutions. 
Both interview partners consider the IT knowledge of the IT employees at a very good 
level as is the IT knowledge of the board. The business knowledge of his IT employees 
is considered good as well.
COMPANY H declares performing a large number of assessments to monitor the IT 
operation. The utilization of the figures allows the bank to draw conclusions about the 
appropriateness of the IT infrastructure. The suppliers are rated by comparing prices and 
services with other providers (e.g., in Germany).
The contribution of IT to business success is measured as part of the planning process of 
the bank’s targets, which is done by the accounting department of the bank. External 
audits help to calculate the overall costs of IT and to derive key figures from them. The 
IT is also compared with those from other banks in terms of benchmarking. According 
to G.K., COMPANY_H is always working on improving the performance of its IT 
service providers. There are frequent certifications and audits and various meetings that
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deal in some way with this topic on a daily or weekly basis. Figure 36 summarizes the 
case.
Figure 36. Case summary of COMPANY H
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■ Measurement of benefits
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■ Improving of outsourcing is part of 
IT’s strategic objectives given by the 
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Strategic Alignment
■ Strong strategic orientation
■ Central knowledge database that is 
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■ High IT integration in daily 
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Performance Measurement
■ Large number of performance 
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Risk Management
■ Very high level of risk management
■ Detailed risk assessment
■ Leven of outsourcing is determined 
by departments, board and IT jointly
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4.5.9 COMPANYI
COMPANY_I manufactures and distributes spices, spice mixes, herbs, vinegars and 
oils, and sausage casings for the food industry and gastronomy. Similarly, the company 
has divided its product range into two fields, gastronomy and food industry. In addition, 
COMPANY I offers consulting services covering product development, packaging and
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marketing. The company was founded in 1947 in Austria, producing spice mixes for 
sausage manufacturers. A subsidiary was founded in 1954 which then became the 
headquarters in 1977 and another site was opened 1962 in Germany. In 2008, the 
company built a new production and logistics centre with over 21,000 square meters. 
Today, COMPANY_I is still a family business, operated by the third generation. 
COMPANY_I delivers its products to more than seventy countries. The company has 
subsidiaries in Spain, Canada and the USA and more than eighty percent of the 
production outcome goes into export. In 2008, the COMPANYI group had around 630 
employees and achieved a turnover of 120 million Euros in 2008.
E.S., head of IT at COMPANY I, states that the company outsourced the maintenance 
of the AS400 operating system and the DB2 database over ten years ago. In addition, 
the SAP basis maintenance is also in the hands of an external vendor. According to E.S., 
problems during IT outsourcing could always be solved easily through interventions by
E.S. In general, most of the problems were associated with employee fluctuation at the 
service providers which occasionally lowered the service quality.
4.5.9.1 IT  outsourcing success
Figure 37 and Figure 38 illustrate the results of measuring the perceived IT outsourcing 
success at COMPANYJL Although E.S. states being satisfied with the overall 
advantages from IT outsourcing, it seems that he sees a rather moderate success in 
achieving economical (-0.33) and technical benefits (-0.5). In fact, the values show a 
tendency towards not being successful. Nevertheless, the indicator for achieving 
strategic benefits reaches 1.33, which can be considered very successful.
E.S. agrees that IT outsourcing helped COMPANY_I to concentrate on its core business 
and that the company increased its IT competences. He absolutely agrees to the fact that 
COMPANY_I has access to highly-skilled IT personnel. However, he does not agree 
that COMPANYI profits from the economies of scale in human resources and that 
COMPANY_I increased its access to key technologies. E.S. neither agrees nor 
disagrees that the company profits from the economies of scale in the purchase of 
technical resources, that IT outsourcing helped to increase the control of IT spending, 
and that it minimized the risk of technological obsolescence. Currently, E.S. does not 
think about ending any IT outsourcing contract at this time.
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Figure 37. Achievement of benefits from IT outsourcing at COMPANYI
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Figure 38. Perceived IT outsourcing success at COMPANY I
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4.5.9.2 Case summary
E.S. states that COMPANY_I’s dependence on IT is extremely high. Accordingly, the 
awareness that IT is important for maintaining a competitive advantage is also very 
high. In addition, the IT department’s awareness for the business strategy and priorities 
of the company is considered high as well. He further states that the company has a 
documented business strategy process that also includes the IT strategy-making process. 
The strategy and directions are said to be internally communicated in a very detailed
141
manner through annual company meetings. E.S. says that the IT strategy process also 
ensures that the IT department knows the business objectives and the other departments 
know of the objectives of the IT department.
COMPANY_I uses job rotation in order to enable IT employees to learn from other 
departments. In addition, the cooperation in working groups such as the Food Grid in 
Salzburg, and maintenance of relationships from previous jobs actively support the 
learning process from other firms. The knowledge of the company is collected, 
documented and distributed by the employees in a central knowledge management 
system.
According to E.S., IT decisions are usually made in consultation with the executive 
board upon proposal by the IT director. Budgetary control of IT investments lies in the 
hands of the IT director in conjunction with the CFO. This is very closely monitored 
with the help of SAP. The priorities for IT investments are derived from the defined 
strategy process.
The strategic IT plan is part of the entire company's IT strategy and process, which gets 
broadly communicated once every year. The IT infrastructure is planned about 3-5 years 
in advance. The main criterion for the definition of objectives for the IT infrastructure is 
reliability. E.S. sees a very high integration of IT in business operations, because the 
stakeholders get actively involved in IT topics and their support during the 
implementation of IT projects is very strong.
As reported by E.S., the company expects benefits from IT outsourcing such as the use 
of know-how and an increased speed in the implementation of projects. Depending on 
the extent of outsourcing, there is a project plan or SLAs that documents these benefits 
in a plan. The interview answers show that yearly reviews ensure that IT outsourcing 
delivers the desired benefits. Regular reviews of the project progress are performed. In 
addition, staff interviews are conducted to evaluate and discuss the personal 
performance of employees. Furthermore, every half year there is a steering meeting with 
the primary IT outsourcing suppliers to ensure that the outsourcing process is 
continuously improving.
The strategy process also documents how the company deals with IT-related risks and 
how they are identified and assessed. The approach for planning, implementation and
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management of IT is based on a guideline also specified in the company’s strategy 
process. IT processes and their relationships with the organisation are also documented 
in the central knowledge management tool.
The decision whether and to what extent the IT function is outsourced is made by 
considering which services can be provided internally and at what speed they should be 
performed. Furthermore, another decision criterion is the question how well the external 
provision can secure the internal control over the business processes.
IT contracts are created in cooperation with the service provider. A centralised storage 
should ensure that the IT contracts are always up-to-date. There is company-wide 
central storage for contracts.
Depending on the service provider, E.S. evaluates the relationship with them as between 
"limited to the execution of the business" and "valuable partnership." The relationship 
with external service providers is mostly maintained by regular meetings.
E.S. states that COMPANY_I has a basic framework for the implementation of IT 
projects which essentially consists of some sort of internal project request in which the 
relationship between project owner and project manager is defined.
The company has a mixed strategy for purchasing IT resources. E.S. explains that the 
technical selection is usually done by the IT. If it comes towards negotiations, the 
procurement department enters into the contract negotiations. He argues further that 
when selecting IT vendors, COMPANY_I relies heavily on established channels. The 
company strives to change suppliers very seldomly because the stability of explicitly- 
defined processes has priority. Furthermore, if an employee of the current supplier 
changes the employer, then COMPANY_I will also change to this supplier. Before a 
contract is closed, at least two and a maximum of four bids are requested in a first stage. 
Additionally, E.S. states using his networks and those of his employees to get more 
information about products, services and prices.
According to the answers in the interview it can be concluded that IT resources are 
planned in some detail one year in advance. Team leaders and key people are involved 
in this process. COMPANY I tries to align the resources with the business goals and
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the corporate strategy to keep the requirements of the IT at the current level. E.S. bases 
the development of his employees broadly on empowering them to work independently.
Figure 39. Case summary of COMPANY I
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■ IT focused procurement
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■ Focus on the acting people of 
suppliers
■ Trust + IT knowledge of supplier is 
basis for relationship
■ IT drives IT development
■ Job-rotation ensures integration in 
daily business operations and strong 
IT employees
Strategic Alignment
■ Documented strategy process for IT
■ High level of internal communication
■ Use of cooperation (food grid) and 
relationships with other companies
■ Knowledge is available in central 
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■ High IT integration in daily business 
operations
■ IT has string support from the board
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Performance Measurment
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suppliers
■ Bimonthly measurement and 
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Risk Management
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Value Delivery
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■ Qualitative measurement of results
* Strong project controlling
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COMPANY I declares that it performs wide-spread monitoring to ensure that the IT 
infrastructure is suitable for the company and offers all necessary services for the 
operations. The monitoring of processes, however, depends mostly on the departments 
alone. Regular management reviews monitor whether or not the performance of IT 
service providers is adequate. The quality of the provided service is evaluated 
qualitatively. E.S. compares the company’s IT with that of other companies
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occasionally by talks with other IT directors using comparable attributes such as budget, 
the size of staff, types of projects, and more.
However, the author cannot discover a uniform approach for the assessment of IT 
vendors. According to E.S., COMPANY_I is continuously trying to improve the 
performance of the IT service provider by regularly mixing internally created know­
how with that of the service provider for the sake of mutual benefit.
4.5.10 COMPANY_J
COMPANY J was founded in 1921. From modest beginnings as a small locksmith's 
shop, the company has now grown into one of the largest and most important companies 
in its business as the producer of the latest boilers and accessories for all kinds of fuels. 
From the company's headquarters in Austria, COMPANY J currently supplies its 
products to customers all over Europe. The company’s focus is to provide customers 
with tailor-made heating solutions. The name COMPANY J, therefore, stands for 
straightforward heat generators of first-class quality as well as for complex combination 
systems that can satisfy any demand placed on modern central heating systems. The 
company has 400 employees, including subsidiaries in Germany and Switzerland, and it 
sells about 20.000 systems per annum. COMPANY_J’s turnover is over 50 million 
Euros.
R.L., head of IT at COMPANY_J, states that the company started outsourcing all 
programming tasks 15 years ago. Today's systems and print management is also 
outsourced besides some tasks in various projects. Problems arise usually only during 
projects. These are hardly any problems in the preparation phase, during contract 
negotiations or closing of contracts, but rather in the transfer project itself. Most of the 
problems are related to the misalignment between the requirements and the delivered 
performance. Sometimes deficits in the collaboration with the service partners can be 
cause for problems, especially in larger projects. According to R.L., the reasons for the 
problems include imprecise specifications:
"A person from the supplier is here and notes the requirements. [...]
However, nothing is ever written down because there are always 
implicit thoughts. Then the implementation is done by someone else 
who received the requirements indirectly. [...] This person is now 
confronted with requirements which he 'never heard'from the client."
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The interview answers mention billing issues with print management outsourcing as 
another problem regarding IT outsourcing. Currently, COMPANY_J is not planning to 
change IT outsourcing providers, but it has several times in the past. However, 
COMPANYJ has repeatedly changed the project partners depending on the situation in 
the projects, except for the programming tasks of the ERP system. Aside from that, R.L. 
is very flexible in procurement. This flexibility is based on the fact that the 
specialization in the market is growing very rapidly and COMPANY J needs specific 
suppliers for specialised topics. In the area of the print management, problems may be 
caused by the supplier through not complying with the billing arrangements.
4.5.10.1 IT  outsourcing success
R.L. agrees that COMPANY_J is satisfied with the overall advantages that IT 
outsourcing brings. Figure 40 and Figure 41 illustrate the level of perceived IT 
outsourcing success at COMPANY J. The company seems to be very successftil in 
achieving strategic (1.33) benefits and successful in gaining economic (0.67) benefits, 
but the indicator for achieving technical benefits (-0.5) highlights a tendency towards 
being unsuccessful.
Figure 40. Achievement of benefits at COMPANY J
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Figure 41. Perceived IT outsourcing success at COMPANY_J
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Although R.L. agrees that the company has many advantages from IT outsourcing, he 
states that the risk of technological obsolescence has not been reduced due to IT 
outsourcing. He is undecided on both issues of whether COMPANY_J enhanced the 
economies of scale in technological resources, and whether they have increased access 
to key information technologies, but he completely agrees that COMPANYJ could 
increase its IT competence.
4.5.10.2 Case summary
The case COMPANY_J is illustrated in Figure 42. According to R.L., the company 
depends highly on its IT, However, he argues that the awareness that the IT could be 
important to achieve sustained competitive advantage is only moderate. The company 
strategy is communicated in regular leadership meetings, sometimes supported by 
documents. R.L. (i.e. IT director) declares organising interviews with every internal 
customer every year to communicate his IT goals to all other company departments.
IT planning is performed by using an investment plan in combination with project 
request forms. R.L. states having the budgetary control over the investments and sets 
the priorities in cooperation with the executive board. COMPANY_J’s IT learning 
process is driven by high IT involvement in business operations and networking
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activities. Knowledge is shared through documentation and by applying a deputy 
approach. A deputy is defined for each IT function and IT tools in the company. In 
addition, stakeholders are actively involved in IT projects by utilizing project 
management methods. They become project team members according to their 
capabilities.
According to R.L., COMPANY ! 5s reasons for IT outsourcing are primarily costs and 
enabling processes, but also the driving projects to increase cost effectiveness and 
amend the lack of IT knowledge. The expected advantages are defined clearly. They are 
the assurance that a certain service is provided at a professional level and that the 
implementation processes are extremely accelerated.
R.L. further states that the company does not try to actively improve the advantages 
from IT outsourcing. However, COMPANY_J puts a heavy emphasis on the personal 
quality of the staff of its suppliers. Each consultant is personally reviewed before the 
person is accepted. The company has two to three external programmers on average and 
knows them very well. If someone does not meet the requirements, then the person will 
be replaced by another. Furthermore, if  COMPANY_J has found a good programmer 
and this person leaves to work for another supplier, then the company goes along with 
this person to the new company.
The company uses a helpdesk system to record every issue and constantly improve the 
IT outsourcing process. According to R.L., COMPANY_J has a quality process for each 
single programming task. The results are first tested in the IT and then again, by the 
process owners, before they are released and go into production.
COMPANYJ manages risk using external know-how. The company checks the 
demands on IT with external support and assesses risks. An external supplier reviews 
the IT systems with standardised checklists. Both results are compared and from 
deviations, a risk action plan is generated.
R.L. explains that core and ancillary processes are clearly defined in the QM manual of 
COMPANY J. The company’s approach for planning, implementation and 
management of IT processes can be divided into three tracks: first, there are IT-driven 
projects that are planned over the quarter and undergo a rolling revision. Then, there are 
projects which are planned separately and third, goal definitions for the employees.
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A central database is used for contract monitoring. R.L. performs an annual review of 
archived contracts. The major service providers are invited at least once every year to a 
supplier interview because COMPANY J considers them valuable partners. The 
number of successfully completed projects is an important evaluation criterion here for 
their assessment. R.L. indicated that if the company no longer satisfied, a new supplier 
is selected quite quickly.
COMPANY_J has a basic quality management approach for monitoring the results of 
the IT outsourcing. According to R.L., each deliverable is checked for accordance with 
the requirements. The quality of the suppliers’ services is assessed in quarterly and 
annual reviews. In such reviews, the IT reflects on what was done in the projects and 
what personal goals have been achieved.
R.L. does not actively measure the contribution of IT to business success. However, he 
states targeting at least some contribution by appropriate IT marketing. Occasionally, he 
compares the IT with other companies in the context of benchmarking or occasionally 
exchanges personnel of its IT suppliers to continuously improve their performance.
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Figure 42. Case summary of COMPANY J
Resource Management
■ Use of project management methods 
to plan resources
■ Defined process for procurement
■ High integration of IT departments in 
business operations
■ Strong focus on the capabilities of 
the suppliers’ employees
■ Development program for own 
employees
Value Delivery
■ Distinction between IT services and 
other IT procurement
■ Heavy emphasis on personnel of 
supplier
• Annual meetings with process
owners to discuss new requirements
■ Each single order is checked in 
detail after completion
Strategic Alignment
■ Strategy is communicated in 
meetings and documented in 
minutes
■ IT performs annual interviews with 
internal stakeholders to collect 
requirements
■ Clear definition and documentation 
of responsibilities and tasks of the IT 
staff
■ Application of project management 
methods
Performance Measurement Risk Management
■ High IT integration in business 
operations
■ Basic QM approach in IT based on 
control of the outcomes
■ Internal IT marketing
■ Direct access to staff of supplier 
(exchange of staff may be forced by 
Windhager)
■ Ad-hoc benchmarking in projects
■ Use of external support to check 
demands and risks
■ Annual external review of IT
■ Strong process management 
approach, driven by QM
■ Contract monitoring supported by 
central contract database
* Annual review of contracts and 
meeting with suppliers
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5 Study Findings
As mentioned above, the level of IT outsourcing success was assessed by measuring the 
perceived level of achievement of strategic, economic and technical benefits (Grover, et 
ah, 1996). Furthermore, the overall satisfaction with IT outsourcing was included to 
create a ranking of the interviewed companies.
The ranking for achieving strategic benefits is summarized in Table 11. According to 
the answers of the respondents, COMPANY_A and COMPANY_H both rank highest 
(1.67) in achieving strategic benefits, followed by COMPANY E, COMPANY I, and 
COMPANY_J (1.33 each). All of these companies see themselves as very successful in 
achieving strategic benefits. COMPANYJD (1.00), COMPANY B and COMPANY_F 
(each 0.67) declare that they are successful, whereas COMPANY_C and 
COMPANY_G declare that they are not really able to achieve major strategic benefits 
from IT outsourcing.
5.1 Presentation o f  the measurement o f IT  outsourcing success
Table 11. Company ranking: perceived success in achieving strategic benefits
Strategic Benefits Refocused 
on the core 
business
Enhanced IT 
competence
Increased 
access to 
skilled 
personnel
Average
COMPANY A 2 1 2 1.67
COMPANY H 1 2 2 1.67
COMPANY E 2 1 1 1.33
COMPANY I 1 1 2 1.33
COMPANY J 1 2 1 1.33
COMPANY D 1 1 1 1.00
COM PANYB 2 -1 1 0.67
COMPANY F 1 -1 2 0.67
COMPANY C 1 -1 1 0.33
COMPANY G 1 -1 1 0.33
Table 12 summarizes the ranking for achieving economic benefits from IT outsourcing. 
COMPANY_H (2.00) states being extremely successful. COMPANY_E (1.00), 
COMPANY A, COMPANY F, and COMPANY_J (each 0.67) see themselves to be 
successful, but COMPANY B, COMPANY G, and COMPANY D (each 0.33) see 
themselves not being able to achieve economic benefits.
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On the other hand, COMPANY I (-0.33) shows a tendency towards being unsuccessful 
and COMPANY_G (-1.00) actually appears to be unsuccessful.
Table 12. Company ranking: perceived success in achieving economic benefits
Economic Benefits
Enhanced 
economies 
of scale in 
human 
resources
Enhanced 
economies of 
scale in 
technological 
resources
Increased 
control of 
IS
expenses
Average
COMPANY H 2 2 2 2,00
COMPANYE 2 0 I 1.00
COMPANY A 2 -1 1 0.67
COMPANY F 1 -1 2 0.67
COMPANY J 1 0 1 0.67
COMPANY B 2 0 -1 0.33
COMPANY C 1 0 0 0.33
COMPANY D 1 0 0 0.33
COMPANY I -1 0 0 -0.33
COMPANY G -1 -1 -1 -1.00
The results for achieving technical benefits (see Table 13) indicate that a majority of the 
interviewed companies state that they are able to achieve technical benefits from IT 
outsourcing. COMPANY_A (2.00), COMPANY_F and COMPANY_H (each 1.50) are 
very successful, followed by COMPANY C, COMPANY E and COMPANY G 
(1.00). COMPANY_D and COMPANY_I (each 0.5) show a tendency towards being 
successful, whereas the answers of COMPANY_B and COMPANY ! (each -0.5) tend 
rather towards being unsuccessful.
Table 13. Company ranking: perceived success in achieving technical benefits
Technical Benefits
Reduced the risk 
of technological 
obsolescence
Increased access to 
key information 
technologies
Average
COMPANY A 2 2 2,00
COMPANY F 2 1 1.50
COMPANY H 2 1 1.50
COMPANY C 1 1 1.00
COMPANY E 1 1 1.00
COMPANY G 1 1 1.00
COMPANY D 0 1 0.50
COMPANY I 0 1 0.50
COMPANY B -1 0 -0.50
COMPANY J -1 0 -0.50
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The overall ranking of IT outsourcing success was calculated by using the averages of 
all achievement benefits and the level of satisfaction of the respondents. Table 14 
illustrates that COMPANY_A and COMPANYH (each 1.75) are shown to be the most 
successful companies, followed by COMPANY_E (1.5), COMPANY I and 
COM PANYJ (both 1.25). COMPANYJ) (1.00) and COMPANY B (0.75) can also 
be considered successful. An achievement of only few benefits is shown in 
COMPANY F, COMPANY_C and COMPANY G (all 0.5).
Table 14. Company ranking: overall perceived success in IT outsourcing
Overall perceived IT outsourcing success Strategic
Benefits
Economic
Benefits
Technical
Benefits
Overall
Satis­
faction
Average
COMPANY A 2 1 2 2 1.75
COMPANY H 1 2 2 2 1.75
COMPANY E 2 1 1 2 1.50
COMPANY I 1 1 2 1 1.25
COMPANY J 1 2 1 1 1.25
COMPANY D 1 1 1 1 1.00
COMPANY B 2 -I 1 1 0.75
COMPANY F 1 -1 2 0 0.50
COMPANY C 1 -1 1 1 0.50
COMPANY G 1 -1 1 1 0.50
In conclusion, none of the companies can seem to be considered unsuccessful in 
achieving benefits from IT outsourcing. However, the level of perceived IT outsourcing 
success ranges between neither successful nor unsuccessful and very successful. The 
differences in the rankings for achieving strategic, economic and technical benefits 
supported this study in finding capabilities that facilitate the governance of IT 
outsourcing and the management of external IT resources in SMEs.
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5.2 Identifying capabilities that facilitate the governance o f  IT  
outsourcing
This chapter summarizes the findings from the cross-case analyses of the case results 
and attempts to find capabilities that facilitate the governance of IT outsourcing and 
lead to the successful management of external IT resources. First, the cases are analysed 
according to the overall perception of the author and responses by interviewees to 
specific questions. The second part of this chapter describes the findings of the cross­
case analysis regarding roles, activities, issues, and principles explored in the IT 
governance domains. Based on these analyses, the chapter will identify capabilities that 
were found to be most important for the success of IT outsourcing.
Table 15 lists the cases ranked by their IT outsourcing (ITO) success and answers of the 
respondents, who were asked for the estimation about the level of IT knowledge of IT 
employees and the level of business knowledge of their IT employees. Furthermore, the 
table lists the respondents’ perception about the level of IT dependence of their 
company and the awareness within their company that IT is important for company 
success.
In comparing companies that are very successful in IT outsourcing with those that are 
less successful, there could be an association between the level of IT and business 
knowledge of the IT employees and ITO success. Analysing the level of IT awareness 
and the perception of IT importance, the same association with IT outsourcing success 
may be concluded. IT outsourcing success can be positively associated with the 
awareness for the importance of IT, especially for SMEs that highly depend on it. This 
association points out that some sort of combination of IT and business knowledge and 
awareness can contribute to IT outsourcing success and that business-IT linkage is an 
important capability.
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Another interesting observation is that most companies with a high level of perceived IT 
outsourcing success mention fewest problems during the IT outsourcing process. For 
example, COMPANY_A, COMPANYH, and COMPANY E do not mention major 
problems at all. One explanation could be that the absence of problems increases the 
perception of success in IT outsourcing of the interviewee. There were definitely 
problems somewhere during the project but they were probably too insignificant to 
remember or mention. Another explanation is that the company did well, in fact, in 
managing their IT outsourcing project. On the other hand, companies with lower IT 
outsourcing success tend to mention more frequent, sizable and sometimes even more 
severe problems. The author, therefore, concentrated in the analysis on the more 
successfiil companies.
Table 16 through Table 20 summarize the cross-case analysis of all cases. The tables are 
ranked along perceived IT outsourcing success. The analysis was performed by 
summarizing actions, capabilities, skills, and concepts within the IT governance 
domains (i.e. strategic alignment, resource management, value delivery, performance 
measurement, and risk management).
The most successful companies mention strong relationships with their suppliers who 
are often integrated into the company’s processes, but also strong internal relationships. 
Here, suppliers are often considered to be partners. Furthermore, COMPANY A and 
COMPANYJH state a good IT alignment across all IT governance domains. In these 
companies, IT members consider themselves to be managers. They mention a high IT 
integration in the business operations, show detailed annual IT planning and strong IT 
leadership. Furthermore, they describe a close interaction between management and 
employees, and have CIOs that argue with strong business knowledge.
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Open and free internal and external communication habits, ongoing communication 
within the company and with the supplier, the ability to explain requirements to the 
supplier, and defined ways of communication in the contract were primarily mentioned 
by successful companies. Communication capabilities may be, therefore, another 
necessity for IT outsourcing success.
The cross-case analyses showed also that the capability to manage processes seems to 
be of great advantage. Such capabilities allow successful companies to distinguish 
between core and ancillary processes, the use of a process management framework in 
order to standardise the IT. The companies describe clear definitions of processes, roles 
and responsibilities, and often use some sort of helpdesk system.
Procurement was mentioned as an important point in all cases. According to the 
interview partners, successful companies use references, recommendations and 
networks for procurement and select the optimal provider right from the beginning.
They perform market analyses and choose suppliers at their “eye-level”. Once a 
provider is selected, they tend to stay with that provider. These behaviours and the 
approach to document all specifications can be considered as capabilities for informed 
buying.
Once the vendor is selected, successfiil companies mention the application of project 
management capabilities such as the use of project management methods, proper project 
documentation, the use of a project database and some sort resource management and 
risk management.
In addition, quality management capabilities were explored. Pieces of evidence here are 
documentation of IT processes as part of QM system, an aim for continuous 
improvement of IT outsourcing process, the use of IT reporting and benchmarking and 
the measurement of IT performance. Furthermore, various certifications, the facilitation 
of a helpdesk system and external auditors were explored as quality management 
capabilities.
Knowledge management capabilities were identified through the use of a central 
document, information or knowledge database, facilitation of a helpdesk system and 
experienced continuous knowledge exchange. Furthermore, the integration of the
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company in the supplier’s knowledge management database can be a piece of evidence 
of knowledge management capabilities.
The analysis highlights further that successful companies describe clear expectations 
and provide documentation of the expected benefits from IT outsourcing. They mention 
the use of selective IT outsourcing based on these expected benefits. According their 
answers, they plan their IT infrastructure and show a least a bit of IT strategy and fry to 
measure the achieved benefits from IT outsourcing. Therefore, IT goals planning and 
measurement capabilities could be an important contributor for IT outsourcing success.
Finally, the author discovered contract facilitation and monitoring to be an important 
capability among the successfiil companies. The interview partners mentioned good 
contracting skills, short runtime of contracts to negotiate them periodically, an emphasis 
on pre-contract phase, and the maintenance of requirement documentation as pieces of 
evidence for this capability.
5.3 Analysis o f the findings
The research question of this thesis is: “What are capabilities that facilitate the 
governance of IT outsourcing and lead to the successful management of external IT 
resources in SMEs?” Based on the literature review, a preliminary research model and 
conceptual framework (see Figure 4, page 39) was created. After that, ten SMEs were 
examined to create a revised model from these cases. Each SME has at least some part 
of its IT outsourced, and each case was analysed by exploring actions, capabilities, 
skills, and concepts within five IT governance domains. In addition, the cases were 
compared by conducting cross-case analyses. No company described itself as to be 
considered unsuccessful in achieving benefits from IT outsourcing. However, the level 
of perceived success ranges between moderate and very successful. The differences in 
the rankings for achieving strategic, economic and technical benefits supported this 
study in finding capabilities that are associated with the perceived success in some of 
these areas and may, therefore, facilitate the success of IT outsourcing in SMEs.
Looking at the extremely successful companies (e.g., COMPANY A and 
COMPANY H) and successful companies (e.g., COMPANY_E, COMPANY_I, and 
COMPANY_J), helped to locate important capabilities for IT outsourcing success. 
Figure 43 shows the identified capabilities and the five IT governance domains where
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evidence for these capabilities was found. The following sections describe these 
identified capabilities, their sources in the cases and pieces of evidence in detail.
Figure 43. Explored capabilities for the governance of IT outsourcing in SMEs
Performance Measurement
■ Contract Facilitation and Monitoring
■ IT-Goals Planning & Measurement
■ Relationship Building
Resource Management
■ Informed Buying
■ Relationship Building
■ Contract Facilitation & Monitoring
Strategic Alignment
■ Knowledge Management
■ Business-IT Linkage
■ Communication
■ Relationship Building
Risk Management
Quality Management 
Process Management 
Relationship Building
Value Delivery
Project Management 
IT Goals Planning & Measurement 
Knowledge Management 
Relationship Building
5.3.1 Relationship building
All cases show that maintaining a good external relationship with the suppliers may 
help to enhance the outsourcing experience. However, the internal relationships between 
the IT function and the other company departments may also facilitate the success of 
outsourcing. Even companies that do not show any other strong capability than 
relationship building are not unsuccessful in IT outsourcing. This experience and the 
fact that relationship building was found in all IT governance domains can be a sign that 
this capability is very important for the success of IT outsourcing.
5.3.1.1 External relationships
COMPANYA,  COMPANY B, COMPANY E, and COMPANY_J mention a good 
cooperation with the supplier as a critical success factor for IT outsourcing. In fact, the 
finding shows that there could be an association between good vendor-client 
relationship and success in IT outsourcing. COMPANY A, for example, states having a 
very high integration of its suppliers. The company considers its service providers as 
valuable partners. In addition, both parties hold regular steering meetings. Therefore,
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according to their head of IT, the vendor knows COMPANY_A very well. Furthermore, 
the company states that it invites its supplier to regular in-house training sessions where 
the users can learn about special IT issues (e.g., Microsoft Office training, etc.). The 
head of IT serves also as a reference customer and speaker for Microsoft at fairs and 
conventions and provides regular feedback to the suppliers.
According to COMPANY H, the bank places a focus on a strong integration of its 
suppliers as well. It shares the incident and problem database with its main service 
provider. Continuous feedbacks add to the value of relationship up to the point where 
the bank can suggest new services to be implemented in the next period. J.T. from 
COMPANY_E and R.L. from COMPANY_J argue that the understanding and 
communication of problems are also important:
“There are many phenomena when two technicians meet, and it is 
ultimately a matter o f  who is right or not. And you have to work out 
quite clearly that this is not about that but about how to most quickly 
implement a project. ”
COMPANY_I and COMPANY_J even put an emphasis on specific employees of their 
suppliers. For example, if an employee of a supplier changed the employer, then these 
companies in some cases switched to this new employer as well.
Several companies mention the existence of trust as a very important part o f the 
relationship. The cases indicate that the smaller the companies and their IT capabilities, 
the more important the role of trust is in their relationship. COMPANY_C, for instance, 
relies completely on its supplier and the level of trust is high.
Some companies state successfully maintaining inter-company networks. Such 
networks can be consortiums like COMPANY_F s “food grid” or other networks of the 
CIOs or IT employees. Networks help them to exchange information about new 
products and market developments, but also on service providers and project 
developments.
5.3.1.2 Internal relationships
All cases show that, besides external relationships, the role of interactions within the 
SME seems to be quite important. In particular, the good relationships between the 
heads of IT and the boards, but also between the IT and the other departments can be
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experienced in successfully outsourcing companies. For instance, in COMPANY A, the 
CIO states being responsible for developing the company’s IT strategy and is fully 
supported herein by the CEO who also joins the IT staff at the lunch table to exchange 
information on the company’s strategy.
Many companies describe joint IT strategy planning including the board and the IT 
(e.g., COMPANY_A, COMPANY F, COMPANY I, etc.). Other companies put this 
task directly in the hands of the CIO, expressing a high level of trust (e.g.,
COMPANY E or COMPANY J). COMPANY I argues that job rotation is used to 
strengthen the relationship between the IT and other departments. The goal is that the 
employees obtain a broad understanding of the company processes and the associated 
jobs of their colleagues.
5.3.2 Business - IT linkage
The capability to link the IT with the business strategy was identified as another 
important capability for IT outsourcing success. According to F.K., COMPANY_A 
depends very much on its IT. The awareness of the importance of IT to achieve 
sustained competitive advantage is considered very high by the company. F.K. states 
further that there is also a high awareness of the business strategy and priorities of the 
company within the IT department. If new top-level goals are defined, he informs his 
colleagues, and they agree upon the new targets within the yearly employee appraisals.
In addition, F.K. emphasises that COMPANY A benefits from a very close interaction 
between the management and employees. The company shows a very flat hierarchy 
structure and uses the key user concept to ensure that other departments in the company 
know the IT objectives. Key users are also involved in other areas besides their 
responsibility to make sure that they learn from other departments. The approach for 
planning, implementation and management of IT processes is subject to the traditional 
top management group. Depending on what process is being addressed, planning is 
done in a team and the board and key users are deeply integrated:
"We think about what we want to have [...] from the IT  and business 
perspective. Then we [...] lookfor different options and evaluate them.
[...] Then we make the decision and implement it, sometimes with a 
testing environment. [...] Furthermore, we inform our employees in 
advance about the changes, and we train them. ”
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The IT strategy is documented in the ISO 9001 processes. It is derived from the strategy 
of the company. F.K. states that the company wants to continuously improve its 
processes. He is convinced that the processes can only be reasonably represented in an 
integrated ERP system. The goals for the IT are defined by the needs of the company:
"We need high availability fo r our IT, an uninterrupted working 
environment. We need regular training. We need to examine the issues 
o f privacy and data security, and we have to detect and evaluate the 
risks in time that can disrupt our business operations."
According to F.K., stakeholders are deeply integrated into the implementation of IT 
projects to secure their support:
"We actually prefer inviting additional persons to a meeting than one 
too few. We want to motivate people. [..J Information events take place 
monthly and then IT  issues are also discussed. [...] We also include the 
executive management in some areas. ”
G.K. from COMPANY_H states that the bank depends very highly on IT. It is seen to 
be very important to achieve sustained competitive advantage, and the IT department’s 
awareness for the strategy of the company is very high. The bank involves the IT 
managers in strategy meetings, and the IT employees have access to the central strategy 
databases. IT employees get assigned department-specific tasks to ensure that they learn 
the processes from other departments. There are so-called supervisors for the area of 
securities, financial transactions, credit department, and for leasing and marketing. 
When employees of these departments have ideas and need solutions, then they have a 
direct contact within the IT to help with solving problems or achieving goals. In the 
context of investment planning, the IT demands are collected, evaluated and submitted 
to the board, which approves the budget in the end. According to the bank, the IT 
managers are highly integrated in the daily business and also highly involved in 
problem-solving processes in the bank’s operation. The IT involves stakeholders in IT 
projects to secure their support for the projects. The head of IT considers the IT 
knowledge of his employees as very good as is the IT knowledge of the board. The 
business knowledge of his IT employees is considered good as well.
Both COMPANY_F and COMPANY_E mention that weak leadership skills and a lack 
of delegation power may lead to problems in IT outsourcing. Accordingly, the case of 
COMPANY_E shows that the head of IT also plays an important role in being
167
successful in IT outsourcing. J.T, states that his company depends highly on its IT. 
However, not everybody in the company shares this opinion. He explains that the 
awareness of the IT’s contribution to the company success and sustained competitive 
advantage is rather low. Nevertheless, J.T. states that the awareness of the IT employees 
for the company’s goals and objectives is quite high, although there is no active internal 
communication of strategy or goals. It seems that the success in IT outsourcing depends 
solely on the person of J.T. who evolved into the IT position over the years. He has 
good IT skills and successfully completed a business administration diploma last year 
and, therefore, has strong IT and business knowledge. According to J.T., strategic IT 
planning barely exists at COMPANY E, but the IT is strongly integrated in business to 
solve various operational problems. In addition, the CEO supports the IT to involve all 
stakeholders in the management of IT projects.
All of the discovered cases show that a service-oriented IT department can contribute to 
a good IT outsourcing experience. On the other hand, COMPANY_H and 
COMPANY J both mention that a low level of service and non-solution-oriented 
working style can have a bad influence on IT outsourcing success.
5.3.3 Communication
The research shows further that communication capabilities can also be an advantage in 
IT outsourcing. Open and free communication habits within the company and with the 
suppliers may help to make IT outsourcing successful. An ongoing communication 
process ensures that requirements and expectations are understood by both sides. 
Continuous communication helps to put misconceptions and misunderstandings on the 
spot and to solve them faster and easier. Defined procedures for communication and 
agreed escalation procedures between supplier and SME promote the solving of issues 
before they become a problem.
According to F.K., COMPANY_A has very open internal communication habits and 
uses an internal intranet communication system to publish and share information and 
knowledge. The company further conducts strategy meetings with the executive and 
division manager every year. During these meetings objectives are presented, agreed on 
and then broken down into focus areas:
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"Our owner [...] is very open in regards to company communication.
That means eveiy three months about 100 people come together and 
the latest figures are communicated. How are the numbers? Where are 
we right now and what are we currently doing?"
Furthermore, F.K. argues that targets and directions of the management are determined 
by annual goal planning through the senior management. The company’s objectives are 
also communicated via the intranet, through appropriate operational meetings or 
briefings, but also during lunch:
"We are often all together at the same table with our owners fo r lunch.
And there frequently the biggest decisions are made. "
COMPANY A and COMPANY_E state that a lack of communication capabilities may 
be a reason for failing in IT outsourcing. According to F.K., CIO of COMPANY A, 
false communicated targets can lead to problems in IT outsourcing. Therefore, it is an 
absolutely necessity to formulate requirement specifications, because it can lead to 
problems when companies cannot communicate and explain where problems are.
J.T. from COMPANY_E states correspondingly:
“We have some employees who simply cannot explain to the 
programmer what it is really about in such a process. Then a new 
request simply takes longer i f  we want to have something programmed.
[...] “
According to D.Q., COMPANY_D also has good communication habits. The company 
argues that it maintains relatively close contact with its preferred suppliers and counts 
on communication and weekly meetings with the departments:
"There are alw>ays issues in the department that we discuss. And the IT  
is then asked i f  we can offer an IT  solution. "
Evidence for this is that the company requests exact activity reports from the suppliers 
for all provided working hours. Then those reports are checked and approved, before the 
supplier may send an invoice:
“And then it's actually in my discretion, which [...] seiwice is covered 
by the contract or which has to be paid extra. [..,]"
On the other hand, companies that are not as successful in IT outsourcing also show. 
internal communication problems. For instance, COMPANY_F states that it does not 
efficiently communicate within the company which leads to certain other problems:
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“It is difficult to ensure [that the strategy is communicated]. In the 
context o f  strategy meetings, corporate goals are sometimes 
communicated from the executive management to the IT  management, 
and [...] then forwarded to the local administrators. However, there is 
no assurance that this process does work, because it solely depends on 
the people who are doing it. [...] ”
According to O.N. from COMPANYJF, communication and learning from other 
departments, or even other companies, depends on the willingness of each single 
employee:
“A learning process in this sense is impossible. That depends entirely 
on the willingness o f  the IT  staff to dig into subjects and tiy to learn 
about future issues. There is no guarantee or pressure (from the 
management). ”
As mentioned by O.N., the reason for a lack in communication at COMPANY_F seems 
to be connected to a lack in IT skills. This leads to another problem: the lack of 
integration of stakeholders in IT projects. The IT skills of the employees are limited in 
important areas. Although the company uses a key user concept, O.N. states that the key 
users are not really integrated:
“Sometime stakeholders have too few IT  skills to actually involve them 
into projects. Therefore, we [the IT] tiy to get the requirements in talks 
with the departments. Then, the IT  department discusses the solution 
with the management. ”
The influence of communication capabilities on IT outsourcing success is controversial 
and must be differentiated, because COMPANY E has a perception of success in IT 
outsourcing, even though J.T.s explains that the company’s internal communication 
capabilities are low. Targets and directions of the management of COMPANY_E are 
not communicated. According to J.T., there is also no process to ensure that the IT 
employees know the business objectives or to ensure that other departments know the 
IT objectives. It is also difficult to ensure that the IT learns from other companies, 
because no specific contact with other companies is maintained. So why is 
COMPANY E successful in IT outsourcing regardless? It is obvious that the head of IT 
knows about the importance of communication and ensures that it is at least happening 
at a minimum operational level. For instance, IT processes are somewhat documented. 
Planning, implementation and the management of IT processes are, therefore, done
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primarily through personal communication. When problems are noticed, then the causes 
are examined on a personal level:
"Probably it's because we are just a small IT  department. We [...J 
actually sit in the same office and communicate constantly."
This can be evidence that leadership and personal communication on an operational 
level may have as much influence on IT outsourcing success as the broad 
communication of strategy and goals.
5.3.4 Processes management
The existence of process management capabilities seems to be a driver for IT 
outsourcing success across all researched cases. Most important it seems to be a clear 
definition of processes, roles and responsibilities and also a clear understanding about 
the processes that should be outsourced. This includes the ability to distinguish between 
core and ancillary processes and some approach to standardisation, but also an 
awareness of the IT and company processes. Some companies use a process 
management framework or a helpdesk system to document their detailed processes. 
COMPANY A states that it includes its IT processes in the ISO 9001 documentation, 
which also adheres to the strategy of the company, which is to continuously improve its 
processes. F.K. argues that he is convinced that the processes can only be reasonable 
represented in an integrated ERP system. Another strategy that F.K. pursues to satisfy 
these needs is standardisation:
"That means we focus on ONE product, Microsoft, and work with this 
standardised software. In the hardware sector, we use only Dell 
equipment with appropriate contracts."
For many topics, Mind-Map software or Visio is used to create relevant diagrams. 
Furthermore, the company uses a variety of tools to document its processes:
"Starting recently, we use this DocuSnap ’programme fo r the entire IT  
which offers veiy good possibilities for visualization."
COMPANYH states that the decision on what and how much o f the IT function is 
outsourced is made by the IT together with the relevant member of the board and with 
relevant departments. When it comes to changes (e.g., of processes) due to IT 
outsourcing, then the employees are informed through process descriptions, work rules 
or messages boards. The bank also explains that it ensures that IT technicians learn the
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processes of the bank and that they receive appropriate process training. Volksbank 
seems to align its processes with its IT services and can therefore evaluate which 
process is affected by which system:
"We and the directors get veiy extensive monthly reports about which 
machines and core processes o f  the bank were affected by failures. The 
various division teams blow exactly the maximum allowedfailure 
quota [...]. We determine when certain processes must be available.
[...] This goes into these Service Level Agreements and is precisely 
measured\ documented and reported. ”
This could be evidence that effective process management may come with effective 
contract management because the definition of valuable SLAs may be easier when the 
company knows about the importance of its processes and their connection to the IT 
systems.
COMPANY_I states that IT processes and their relationships with the organisation are 
documented in the central "Infonet" tool:
"This is a Notes database, which depicts our business processes and, 
as a small part o f  them, the IT  processes. Specialized processes are 
documented in smaller databases."
According to E.S., the company makes the decision what part and how much of their IT 
function is outsourced by considering which services can be provided internally and at 
what speed. Furthermore, another decision criterion is the question how well the 
external provision can secure the internal control over the business processes.
On the other hand, lower successful companies in IT outsourcing also show weaknesses 
in their process management capabilities. For instance, the distinction between core and 
ancillary processes is made using gut feeling, or they depend on the current situation. 
When necessary, the improvement IT of processes is discussed between the departments 
and the IT management. Then new processes are defined, confirmed by the executive 
management and rolled out within the company. The initiative for process 
improvements at COMPANY_F only comes from the IT department.
Most of the companies mentioned that a lack of process management skill could lead to 
problems in IT outsourcing. For instance, D.Q. from COMPANY D mentions that 
companies may have misconceptions about what the outcome of IT outsourcing should 
be due to their ignorance of their internal processes. M.K. from COMPANY_G states
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core processes should not be outsourced. E.S. from COMPANY_I supports this 
statement:
“Entirely outsourcing core business processes is the biggest crucial 
mistake you can make. [...] I f  one believes that any lacks o f skills or 
capabilities can be met through outsourcing or out-tasking, then he 
will not succeed in the long term. ”
R.L. from COMPANY_J adds that imprecise definitions of outsourcing aims and 
objectives also may lead to problems in IT outsourcing. Problems can arise when 
responsibilities are not clearly defined and the IT department is not integrated in the 
business processes:
"The classic statement in the past was always to say: this is the PC 
department, and they make the big SAP system. [...] these were two 
worlds. In my opinion, such cases work rather badly."
5.3.5 Informed buying
The respondents mentioned that informed buying is an important factor for IT 
outsourcing. Informed buying is a capability that shows a great variety of pieces of 
evidence in the researched SMEs. Common seems to be the use of references, 
recommendations and networks for the procurement of services. It is important for most 
of the companies to have a supplier at the same “eye-level”, which means that the 
supplier has similar size and structure. Selecting the right supplier is therefore, one of 
the core goals when procuring external resources. Although the companies perform 
market research during the procurement process, they primarily draw on their current 
suppliers. Most companies argue that they stay with their suppliers because they have 
had good experiences. An interesting issue is that some suppliers focus explicitly on the 
employees of their service providers, which means that they switched the service 
provider if the employee changed jobs to a new company. F.K. from COMPANY_A 
explains his understanding of the requirements that he uses to select IT suppliers:
"What does the supplier cost us? What know-how does the vendor 
have? What references can he submit? What is our geographical 
distance from the supplier? How secure is the vendor in a crisis? I f  we 
introduce an ERP system, then o f  course I  [...] need to find  more out 
about the state o f  the supplier."
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Besides comparing the prices on the Internet, COMPANY A declares that it maintains 
framework agreements with a supplier and these vendors are preferably selected for 
projects:
"And as long as I'm happy with them, they get it. Then I  will not browse 
in the meantime fo r new or different suppliers."
According to F.K., he is constantly browsing through the market for changes and 
updates to keep the IT requirements up-to-date,
“O f course I  get information from my seiwice providers about other 
companies. It is veiy interesting to use these synergies in this area for  
us. [...] I  go to congresses, I  go to trade fairs, and I  cooperate with 
Microsoft; I  give speeches fo r Microsoft."
COMPANY H declares that it has uniform procurement directives that define the 
approach to purchase services, hardware and software. The bank states that it gains 
advantages through economies of scale, since a single service provider negotiates with 
major manufacturers to get good prices for its clients. Performance, quality and 
durability of the provider are decision criteria for the selection of the suppliers. At the 
same time, references (e.g., talks with other banks) also play an important role in the 
selection process.
At COMPANY E several suppliers are contacted for the procurement of IT resources. 
J.T. explains that he follows mainly references from other customers. Thereafter, the 
received offers are compared and one supplier is selected. There is no documented 
process, but J.T. says that the CEO relies on the work of J.T. Before closing a contract, 
four to five offers are compared to determine whether or not the proposed prices are 
reasonable:
“[...] it is not always the cheapest price. For me, references are 
important. What the vendor can do and, o f  course, i f  our SAP service 
provider says that the new provider has already settled projects 
together with him. [...] it is important that you [...] talk to the 
references. ”
COMPANY_D also states that it focuses on its existing partners. When selecting a 
vendor, the focus of the company is not only on its employees but on the complete 
portfolio of the supplier. Before a contract is awarded, COMPANY_D compares 
different suppliers to determine whether or not the proposed prices are reasonable:
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"When it comes to new partners, then we try to apply some knock-out 
criteria in the specifications to assess which is the better solution or the 
better supplier. It needs a bit o f  finesse to make the provider document 
certain suggestions he made."
COMPANY_F states that it has two approaches for the procurement of IT resources. 
External staff gets suggested by the departments. For IT resources, offers from at least 
two suppliers are requested. The decision for the purchase is then made by the IT 
department. O.N. says that he and the local site administrators monitor the IT market 
constantly. New technologies, new products are reviewed and tested regularly and 
discussed as to whether or not they could be useful for COMPANY_F. J. S. from 
COMPANY_B states that is important that the SME is experienced and objective in 
selecting the service provider:
“It depends on how I  chose the outsourcing partner. Did I  rely and the 
supplier caught me in a phase where priority was missing simply by 
telling me all kinds o f things that. I  believed? [...] Perhaps this can 
happen due to the inexperience or naivety o f the clients. "
D.Q. from COMPANY_D agrees:
“Maybe you [...] get advice under false pretences, so you sign a 
contract with an unsuitable partner. [...] But then he doesn 7 have the 
know-how to work effectively. ”
E.K. from COMPANY_C states that, especially for smaller companies, it is important 
to select a provider that has a personnel backup, because the effects of downtimes in 
smaller companies are more severe than in larger ones when the service provider is not 
able to fix the problem due to illness or holiday.
5.3.6 Project management
All researched cases indicate that project management capabilities support SMEs in a 
variety of operational areas, including IT projects, QM and resource management. It 
seems that most SMEs use at least some project management methods, even if they are 
not aware that they are doing so. The majority of the researched SMEs also document 
their projects or use a database to keep track of project aims, progress and history. In 
addition, some companies use project management methods to manage their IT 
resources and to manage their IT risks. It can be concluded that project management 
capabilities can be a success factor for IT outsourcing in SMEs, because they help the 
companies to get and stay organized in some way.
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For example, IT projects at COMPANY_A adhere to a classic project management 
approach, which is based on the management cycle. First, the targets of an IT project are 
defined and resources planned. After the implementation, the results are reviewed and 
improved.
COMPANY_H mentions having an established procedure for projects. The first step is 
a project request to the executive board. Only after approval is the budget set. Then, the 
implementation of the project is aligned to general project management standards, 
including the usage of project guide documents and a project management framework. 
The IT involves stakeholders in IT projects to secure their support for the projects.
COMPANY_F declares that it does not have a standard approach for project 
management, but O.N. states that he uses the knowledge of project-experienced 
employees for running projects. However, according to O.N., the success of projects 
depends in this case on their practical experiences.
According to D.Q. from COMPANY_D, the framework for project management at his 
company is relatively compact. It includes some formalisms and methods which are 
defined not only in the IT department but in the company in general. In addition, there 
are certain IT specifics, such as the already described helpdesk system.
J. S. states that COMPANY_B’s approach to IT project management is based on 
demand. It also depends on the type of the project, whether it is a small service issue 
(i.e. installing a new server) or a large endeavour (i.e. implementing a new email 
system).
COMPANY_J explains that the company uses project management methods to evaluate 
the service providers. The company adheres to its own project management guidelines. 
A project management approach is also used by some SMEs to manage their employees 
and general resources. For example, COMPANY I states that it manages its IT 
resources through their project management solution and based on the demand in the 
projects.
D.Q. indicates that the IT employees at COMPANY D continuously learn through 
projects worked on by other departments or even from other companies. It is explained 
that projects are always designed so that at least one key user from each of the various
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departments is included. In addition, the heads of the departments nominate a contact to 
ensure that the IT department receives support from all stakeholders. These IT 
coordinators are then assigned to the projects and they participate basically in all project 
phases. Furthermore, COMPANY_D states that it also applies a project management 
approach in the planning, implementation and management of IT processes. The 
requirements are collected for the forthcoming year and included in the budget and are 
performed according to a project plan. There are various definitions and documentation 
for all processes.
5.3.7 Quality management
Quality management capabilities may help SMEs to receive all the expected benefits 
from IT outsourcing. Many of the researched companies have a well developed QM 
system because the requirements in QM are basically the same for SMEs as for larger 
companies. Commonly, the IT processes are part of the overall QM processes. The 
existence of such a QM system also includes some sort of IT risk planning, IT reporting 
and benchmarking. Especially successful SMEs seem to have a high awareness for the 
necessity to measure the benefits that are achieved from IT outsourcing. In addition, 
such SMEs profit from various certifications they achieve or must achieve due to the 
industry they operate in.
Furthermore, more successful companies also report the facilitation of external auditors. 
Most SMEs use some sort of a bug reporting and tracking tool such as an ITIL-conform 
IT helpdesk system. For example, COMPANY A states that it uses a corporate QM 
portal that is based on ISO 9001 standards and that contains various procedures and 
strategies. Their quality assurance for the IT is integrated in the company’s ISO 9001 
certification. Annual analyses are performed by an external system auditor and F.K., 
head of IT, states being very interested in improving the IT outsourcing process and the 
expected benefits:
“It must improve, because I  do have goals. [...] what is up-to-date now 
may already be out-dated tomorrow. And through standardisation, 
transparency, efficiency and the use o f new technologies, we have 
actually been continuously improving fo r years now. ”
According to F.K., COMPANY_A has an ISO9001-integrated risk management process 
including a disaster recovery concept. IT-related risks are recognized using specific
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analysis methods that examine what scenarios exist and how they affect the company. 
Such scenarios consider, for example, server outages or failures of the cluster systems. 
Using the vendor evaluation approach of their ISO process, COMPANY A also 
measures the quality of its suppliers according to the following criteria: reliability, 
success rate, errors, costs, and delivery accuracy.
COMPANY_H states that the bank continuously performs market research for an 
ongoing quality assurance in the IT area. It is based on the signing of SLAs, internal and 
external audits and certifications. Due to the strict regulations of the banking sector, the 
bank and the data centre all have major security certifications (e.g., SAS 70. etc.). 
Furthermore, the IT works constantly with the other departments and the Board on 
further improving the benefits from IT outsourcing:
"There are the strategic targets by the Board. [...] We have 
measurements regarding the staffing fo r the department, fo r  sales, fo r  
achievement o f  objectives andfor the benefits o f IT  outsourcing that we 
have gained. It is then planned fo r the future as to what each branch 
and eveiy department must achieve. "
At COMPANY_D, D.Q. argues that an ongoing quality assurance in the IT field is 
achieved through annual IT infrastructure checks by an external auditor, specifically in 
the areas of data security and access control. Errors are documented in a helpdesk 
system and then analysed during the renegotiation phase. D.Q. sees the improvement of 
the benefits from IT outsourcing as an ongoing process.
COMPANY_J declared that it conducts annual reviews with the process owners to 
provide ongoing quality assurance in the IT area. In these feedback meetings, the 
strategy of IT is discussed along with new requirements that the company faces. The 
participants discuss in terms of quality what went well and what did not by using a 
forward- and backward-oriented view. This process is supported by the company’s 
helpdesk system, where cases are recorded:
"A ticket system is usually a veiy good tool to consider on what was 
okay or what is a key topic because we could always do something 
different, etc. “
The company states that it has a basic quality management approach for monitoring the 
results of the IT outsourcing process. The results are first tested in the IT and then again 
by the process owners before they are released and go into production. The quality of
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the suppliers’ services is assessed in quarterly and annual reviews. In these reviews, the 
IT reflects on what was made in the projects and what personal goals have been made. 
This allows the company to intervene where appropriate and if something is not 
working correctly. Occasionally, R.L. compares the IT with other companies in terms of 
benchmarking. COM PANYJ states that it accesses the personnel of its IT suppliers 
directly and sometimes requests their replacement in order to improve performance:
"We go to our service providers and tiy to control the quality o f  the 
service. Vety pragmatically! And we have no mercy. And we are known 
fo r that. ”
COMPANY_G’s quality management system is heavily regulated, according to M.K.
He states that there are defined corporate objectives that the IT must comply with. There 
are also defined department objectives that the IT must cover:
"[...] i f  our internal customers are not satisfied with the IT, I  have to 
answer fo r it. Is the problem with us, then we have to search fo r the 
problem among ourselves. Is it outside, then we begin to look at the 
outsourcer. "
M.K. is convinced that in the case of an emergency, everything necessary is prepared to 
restore the systems to the latest state, since IT-related risks are identified and evaluated 
in the guidelines of the QM system. Problems are usually evaluated at strategy 
meetings. These are external workshops, in which the strategic plan to minimize risks is 
discussed. The performance and quality of IT service providers are monitored through 
debriefings for every single incident. Once the expense of an issue exceeds three hours 
working time, then there are targeted cases reviews and discussions on whether or not 
the requirements of COMPANY G have been met.
5.3.8 Knowledge management
The capability to acquire and share knowledge was found as a further important success 
factor for IT outsourcing in SMEs. All of the companies except COMPANY_C use a 
knowledge database (e.g., document database, process database or Microsoft Office 
SharePoint Services, etc.) to exchange information and knowledge within the company 
and with suppliers. Of great importance seems to be the ability to transfer business 
process knowledge from the SME to the service provider. For example, according to 
G.K. and H.M., the IT department of COMPANY H is integrated in the supplier’s 
knowledge management database and it collects and distributes the knowledge o f the
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employees also in databases. COMPANY B states that other departments learn from 
the IT goals by using a central directory which stores status reports of the progress. 
Each department can use the database to get information about each other's department. 
According to F.K., COMPANY_A shares and preserves knowledge through a central 
information portal that has web pages with a variety of topics, such as helpdesk or ERP 
system and IT procedures with the relevant documents. E.S. from COMPANY_I 
declares that the knowledge of the company is collected, documented and distributed in 
a central platform which is called "Infonet". The IT department at COMPANY__F also 
uses an internal knowledge management system to store incidents, problems and 
solutions. COMPANY_D states collecting and sharing knowledge in different 
information platforms. A new reporting system that is accessible by all departments 
provides key parameters for the departments.
Even COMPANY E, which, according to J.T., has no grounded approach for the 
distribution and storage of knowledge, uses an intranet platform approach. However, 
J.T. also agrees that the participation of the company’s employees is quite low. 
Nevertheless, J.T.’s focus is on the development of a broad general knowledge of its IT 
staff. He explains that he promotes self-training among his employees. COMPANY J 
argues that knowledge is shared through documentation and by following a deputy 
system: a deputy is defined for each IT function and IT tool in the company.
5.3.9 IT goals planning and measurement
The cases highlight that SMEs need to be aware of the goals they want to achieve 
through outsourcing. Therefore, the capability to plan IT goals can be an important 
contributor to IT outsourcing success. Companies without a clear understanding about 
their IT goals seem not to be as successful in IT outsourcing as companies that have 
their IT goals clearly defined.
The companies in the sample show further that it is important for an SME to know the 
drivers for, but also to measure the results from IT outsourcing. For example, 
COMPANY_A mentions missing IT know-how as the major driver for IT outsourcing. 
The expected benefits are standardisation and flexibility:
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“I f  we did not outsource, we would have to make the IT knowledge 
available somehow, and I  actually don’t see this as a task fo r me or my 
assistant. [...] We know what the objectives o f the company are and 
what we need but our IT  knowledge is, o f  course, only limited. ”
Accordingly, the use of special know-how for the various projects is one expected 
benefits from IT outsourcing. Another expected advantage is cost transparency. All of 
the expected benefits are documented in budget and project design documents. F.K. 
states that COMPANY A ensures achievement of the expected benefits through 
continuous monitoring of the results. He further says that he is very interested in 
improving the IT outsourcing process and the expected benefits. At COMPANY_H, the 
IT goals come from IT demands and “wishes” as described by G.K. and H.M. The 
demands and wishes from the departments are collected, evaluated and submitted to the 
board, which finally approves the budget for implementation. However, there is also a 
feedback for the results:
“At the end o f  the year we report to the board how fa r these 
investments have been implemented, [...] we have a four-eye principle, 
and we are subject to annual reviews by internal or external auditors."
COMPANY_I declares that it expects benefits such as the use of know-how and an 
increased speed in the implementation of projects. Depending on the extent of 
outsourcing, there is a project plan or SLAs that documents these benefits in a plan. 
Yearly reviews should ensure that IT outsourcing delivers the desired benefits.
J. S. from COMPANY_B states that the company has a mid- and long-term plan for its 
IT. The company’s philosophy for investing is to provide a stable and secure IT 
environment for its users. He puts a high value on system stability in the core hours of 
production (i.e. between 06:00 A.M. and 06:00 P.M.).
Companies with a moderate success in IT outsourcing, such as COMPANY F, show a 
less sophisticated approach in IT goals planning and measurement. The answers of O.N. 
indicate that this company only has a rudimental approach for planning IT goals which 
is to perform an analysis of the differences between the actual IT costs and the budget 
situation.
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The ability to manage contracts also seems to play an important part in IT outsourcing 
success. However, for the majority of the most successful companies, such as 
COMPANY A, COMPANY H, COMPANYJ, and COMPANYJ, contract 
monitoring and facilitation seem to be more important.
COMPANY A is an example for a company with good capabilities in facilitating and 
monitoring contracts. According to F.K., contract management is professionally 
organized and defined in the ISO process documentation, and the company uses 
templates for service contracts that are specifically adapted for the IT sector. The 
contracts include service level agreements, change requests, and clauses for 
renegotiations as well as for liability and insurance. Some of them also contain an exit 
clause. Before signing the contracts, they are double checked in cooperation with the 
executive management. F.K. states practising active contact monitoring:
"We have, o f  course, a contract management system in place [...], 
which means we store contracts in our electronic document 
management system. I  look at my contracts regularly. For example, I  
check expiring dates [...] and then approach the suppliers fo r  
negotiations. ”
According to G.K. and H.M., COMPANY H is also strong in contract management. 
They state that the IT contracts are mainly created by the bank, but also templates by the 
Austrian cooperative association are used. A designated person is responsible to create 
the contracts in collaboration with the external vendors. The contracts cover service 
level agreements, bonus-penalty, benchmarking, performance measurement, change 
requests regulations and clauses for renegotiation, as well as for liability, insurance and 
opting-out. The process of contract management is defined and documented. External 
auditors check the IT contracts regularly.
J. S. from COMPANY_B emphasises that he puts a focus on contract monitoring. He 
states that most contracts are also created in cooperation with the supplier. Furthermore, 
he declares that he is familiar with contracting issues. Nevertheless, some contracts are 
also checked by the company lawyer. According to J. S., it is very important to put a 
focus on the pre-project phase and check each detail of the contract before signing it. He 
states that he scans all contracts to make them available online to co-workers:
5.3.10 Contract facilitation and monitoring
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“It is much easier to forward a scanned contract to other employees 
for any reason, even in another location. [...] And M>e can keep track o f  
termination clauses. I  set a reminder to myself in Outlook so that I  
cannot forget to verify the price-performance ratio o f the contracts 
before they automatically renew. It is now working fine, but we paid a 
high price before that to learn it. ”
In some cases, the SME would demand services from its suppliers, regardless of 
whether or not they were covered by SLAs in contracts. For instance, if there is a server 
failure on the weekend which is not covered by a SLA, some companies expect the 
service provider to fix the error at once anyway at no extra cost.
These findings may lead to the conclusion that contract monitoring and facilitation is 
even more important than closing the contract. It can, therefore, be summarized from 
the explored cases that contract monitoring and facilitation capabilities are important for 
the success of IT outsourcing in SMEs.
5.4 Differences with literature
Prior to conducting the case studies, a research model and conceptual framework was 
created from the literature. A technique similar to hierarchical clustering was used to 
group IS roles, activities, concepts, and needs that were found in the literature into 
capabilities that facilitate the governance of IT outsourcing. This process identified (1) 
business-IT linkage, (2) informed buying, (3) contract facilitation and monitoring, (4) 
process management and framework facilitation, and (5) relationship building potential 
as important capabilities mentioned in the literature. These capabilities were associated 
with the five IT governance domains, which finally led to the research model (c.f.
Figure 4).
The research model needs to be adapted because the analysis of the case studies brought 
up a differentiated view of the model (c.f. Figure 43). Figure 44 illustrates the 
differences between the literature and the research findings. It points out that (1) four 
capabilities that were previously identified in the literature and confirmed through this 
research, (2) one capability was previously identified but needed to be adapted, and (3) 
five capabilities were newly discovered through this research.
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Figure 44. Differences between literature and research findings
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5.4.1 Capabilities confirmed through research
Contract facilitation and monitoring is a capability that was indentified in the literature. 
Within the conceptual framework, this capability was associated with value delivery, 
performance measurement and risk management. The research findings confirm the 
importance of this capability for SMEs. However, they also show that the capability is 
associated with resource management and performance measurement rather than on 
value delivery. It seems that most of the SMEs focus rather on the pre-contract phase in 
order to make sure that all topics are included in the contract.
Business-IT linkage was found to be an important capability for IT outsourcing success 
in the literature as well as in the research findings. Whereas the initial model presented 
the capability across the domains resource management, value delivery, and strategic 
alignment, the findings indicate that the focus of SMEs seems to be merely on strategic 
alignment. The literature further identified relationship building to be linked with 
resource management, value delivery and risk management. However, the results of this 
research suggest that relationship building is associated with all IT governance domains.
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Informed buying was identified in the literature as another capability, associated with 
resource management, value delivery, and risk management. The research results 
indicate that the capability is also important for SMEs. Nevertheless, the results also 
indicate that for SMEs, the capability is primarily related to resource management. This 
is because it seems to be important for the researched SMEs to select the “right” 
supplies, which was discovered to be one of their core goals when procuring external 
resources, besides price and other hard-facts.
5.4.2 Capabilities adapted through research
The initial research model derived from the literature presented process management 
and framework facilitation as an important capability. The findings of this research 
confirm the importance o f process management, but the author cannot find strong 
evidence for framework facilitation among the researched SMEs. For example, none of 
the SMEs has a CoBIT-driven process organisation and only a few SMEs have some 
ITIL-like process definitions. Furthermore, an IT security framework was only 
introduced in one case (i.e. a bank) and other frameworks only affected the IT 
operations rudimentarily (e.g., QM certifications, etc.). Therefore, framework 
facilitation was not transferred to the adapted model. Furthermore, while the literature 
associates process management and framework facilitation with all IT governance 
domains, the findings indicate that for SMEs, process management is primarily 
associated with risk management.
5.4.3 Capabilities discovered through research
The findings of this study show that the previous research model is not differentiated 
enough and it needs to be diversified in order to address SMEs accurately. For example, 
knowledge management was found as an important capability associated with the IT 
governance domains of strategic management and value delivery. Furthermore, project 
management was discovered to be valuable in the domain value delivery as well as 
quality management in the domain risk management. In addition, the research on SMEs 
found that communication capabilities are associated with strategic alignment. Finally, 
IT goals planning and measurement were found to be capabilities that facilitate the 
governance of IT outsourcing. In SMEs, these capabilities are closely associated with 
the domains value delivery and performance measurement.
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6 Conclusions and implications
6.1 Overview o f  the research
Although a lot of existing and ongoing research can be found for SMEs and IT 
outsourcing, only a small amount can be found on management of IT outsourcing in 
SMEs. Previous research and literature show however that SMEs have an increasing 
demand for sophisticated IT outsourcing as much as larger organisations and research 
needs to be conducted that focuses on these demands. This exploratory research thesis 
helped to close this knowledge gap.
The research attempted to identify capabilities of SMEs associated with the successful 
governance of IT outsourcing. The central research question of this thesis was: “What 
are capabilities that facilitate the governance of IT outsourcing and lead to the 
successful management of external IT resources in SMEs?” During the research, 
different dimension of IT governance were looked at: strategic alignment, resource 
management, value management, risk management, and performance measurement. The 
concept o f a resource-based view helped to explain the building o f capabilities. The 
research identified capabilities by exploring the IT governance domains in SMEs, and it 
presented a model that was developed by exploring roles, activities, concepts, and 
abilities within these domains.
The main criteria for choosing companies for this study were: (1) less than 1000 
employees, (2) IT services outsourced, (3) not operating in the IT business, (4) and 
SME-like structures. The samples were drawn from several industries (e.g., automotive, 
engineering, utilities, etc.) to get a broad overview across the SME sector.
The research question was approached by using an exploratory strategy. The author 
used inductively-based analytical strategies and procedures. The method o f research 
was based on the approach of Reich and Benbasat (1990). It also drew heavily from the 
case study methodology of Yin (1994).
The study was based on a multiple-case study approach suggested by Eisenhardt (1989). 
First, the initial literature review was completed. Then, a research framework including 
a conceptual model was created. After that, a pilot case study was conducted and the 
interview instruments adapted. Then, more case studies were conducted and each case
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was analysed separately (within-case analysis). After that, a cross-case analysis helped 
to formulate an adapted conceptual framework.
The data was collected from primary and secondary sources. Primary data was collected 
by conducting interviews with the CIOs or heads of IT of the sample companies. All of 
the interviews were tape recorded and transcribed to increase validity and reliability. 
Secondary data was collected from professionals, company websites, professional 
association websites, and from various other resources.
The results of this research were communicated back to the interviewees to allow 
discussions to confirm and triangulate the conclusions.
6.2 Contributions o f  the research
The literature review (c.f. chapter 2.6) helped to create a conceptual framework (c.f. 
Figure 4) for this research. After completing this case study research, the conclusions 
are now based on context-rich data and allow the revising of this research model. The 
result is a new model consisting of capabilities that facilitate the governance of IT 
outsourcing in SMEs. Figure 45 illustrates the revised model including the capabilities 
found by researching the five IT governance domains in ten SMEs.
Relationship building was identified as a very important capability that seems to be 
present in all IT governance domains together with the capability to successfully 
maintain internal and external relationships. Business-IT linkage and communication 
capabilities were merely found within the domain of strategic management. Knowledge- 
management, however, seems to be very strong in the domains of strategic management 
and value delivery. Contract facilitation was identified as a capability associated with 
resource management and performance measurement, whereas informed buying was 
merely found in resource management issues. Process and quality management 
capabilities emerged in the domain risk management and project management in the 
domain value delivery. IT goals planning and measurement were strong in the domain 
value delivery and performance measurement.
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Figure 45. Adapted research model
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6.2.1 Relationship building
All of the cases show that maintaining a good external relationship with the suppliers 
may help to increase the outsourcing experience. However, in addition, good internal 
relationships between the IT function and the other company departments may facilitate 
the success of outsourcing. Table 21 lists the evidence found for internal and external 
relationship building capabilities and supporting sources in the literature.
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Table 21. Evidence for relationship building capabilities
Evidence found in cases Support from other sources
■ Integration o f the supplier into the company’s processes
■ Inviting suppliers to company events
■ Sending the company newsletter to supplier
■ Considering supplier as a valuable partner
■ Being a reference customer for supplier
■ Integration of the supplier into the company’s processes
■ Clients can suggest new services
■ Meeting regular with supplier
■ Using networks
■ Maintaining personal relationship with employees o f vendor
■ There is trust in the head of IT by the board
■ Head of IT is regularly invited to board meetings 
" IT strategy is jointly decided
■ Management meets regularly with employees
■ CEO joins IT employees during company lunch
■ CEO expresses his trusts in head of IT
■ Head of IT can adjust IT budget according to the company’s 
situation
■ Job Rotation between IT and other departments
■ Lee and Kim (1999)
■ Grover et al. (1996)
■ L ee(2001)
■ Saunders et al. (1997)
■ Feeny and Willcocks (1998a)
■ Feeny and Willcocks (1998b) 
* Willcocks and Feeny (2006)
■ Willcocks et al. (2006)
The importance of a good relationship with the supplier was also explored in the 
literature. For instance, Lee and Kim (1999) studied the effect of partnership on IS 
outsourcing success. Their results show that partnership quality and outsourcing success 
have a strong correlation. The development of a cooperative relationship based on 
commitment, trust, benefits and risk share, and mutual business understanding is critical 
in achieving the greatest benefits from IS outsourcing. In Lee and Kim’s (1999) study, 
partnership quality was influenced by numerous variables, including participation, 
information sharing, and communication quality, age of relationship, mutual 
dependency, and top management support. Grover et al (1996) find support for a 
relationship between the partnership in the form of trust, communication, satisfaction, 
and cooperation, and perceived achievement of benefits.
Lacity and Hirschheim (1993) indicate that partnerships should not characterize the 
relationship between client and IT outsourcing vendor because the profit motive is not 
shared. Such view might force organisations to sign loose contracts leading to 
opportunistic behaviour on the part of the vendor. However, the results of the current 
study indicate that this might not be valid for SMEs. They must decide what kind of 
relationship they want to have with their vendors (Gonzalez et al., 2005a). If the main 
objective is cost reduction, then a very rigid contract might be the best choice. On the 
other hand, when trying to gain access to new technology, a flexible relationship with
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the provider might be more efficient. This aligns with Frohlich and Glasner (2007), who 
state that whatever strategic direction is selected, the outsourcing contract and the 
associated governance actions must be in line with this strategy to make IT outsourcing 
successful (c.f., Figure 6). Research from Feeny and Willcocks (1998a, 1998b), 
Willcocks and Feeny (2006), and Willcocks et al (2006) mention internal relationship 
building as an important capability for IS. In their definition, relationship building 
“involves developing users' understanding of IT's potential, helping users and IT 
specialists work together, and ensuring users' ownership and satisfaction" (Feeny & 
Willcocks, 1998a, p. 13).
6.2.2 Business - IT linkage
The capability to link the IT with the business strategy and operation was found to be 
another important capability for IT outsourcing success. Table 22 shows the evidence 
discovered for capabilities in business-IT linkage.
Table 22. Evidence for business-IT linkage capabilities
Evidence found in cases Support from other sources
■ IT members consider themselves as managers
■ High integration of departments in IT changes
■ Strong IT leadership
■ Service orientation in IT department
■ Established strategy making process
■ Close interaction between management and employees
■ Key users are deeply integrated in IT topics
■ Key users are encouraged to look “outside-the-box”
■ Regular feedback from departments to IT
■ Detailed IT planning process
■ Strong strategic orientation of IT
■ Use of management information system
* High IT involvement in operational decisions
■ CIO with strong business knowledge
■ Cooperative decision making process between board, IT 
management, and employees
■ Saunders et al. (1997)
■ Cragg et al. (2002)
■ Van Lier and Dohmen (2007)
■ Feeny and Willcocks (1998b)
The positive relationship between business-IT linkage and IT outsourcing success can 
also be found in the literature. Van Lier and Dohmen (2007) researched six large 
organisations and the relationship between business-IT linkage and level of benefit 
achievement in IT outsourcing. The studied cases allow the conclusion that a higher 
level of strategic alignment is associated with increased IT outsourcing success. 
Saunders et al (1997) state that the focus of IT management is about the better use of 
information rather than simply about technology and computers and that executives will
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concentrate on providing information to respond better to changing markets. The role of 
the IS function shifts from acquiring and maintaining computers to providing more 
useful information. Cragg et al (2002) discovered a positive association between IT 
alignment and SME organisational performance. They found that many SMEs achieve a 
high degree of alignment between their business and IT, even though they do not know 
how this alignment was achieved. Furthermore, they state that IT planning does exist in 
small firms, but much of it is carried out informally. Their results, therefore, indicate 
that IT alignment has a positive relationship on organisational performance. Feeny and 
Willcocks (1998b) argue that business systems thinking is part of business-IT linkage. 
They studied managers who were commonly concerned with the lack of progress in 
integrating business development with IT capability and companies that have the 
capability to automatically include IS in every significant organisational development 
programme. The key capability business-IT linkage brings together ideas of business 
strategy and technology application:
“In best practice organisations, business systems thinkers from the IS/IT function are 
important contributors to teams charged with business problem-solving, process 
reengineering, and strategic development. The IS strategy emerges from these teams' 
recommendations, which have already identified the technology components of 
solutions to business issues” (Feeny & Willcocks, 1998b, p. 357).
6.2.3 Communication
The researcher found that communication capabilities have an advantage in IT 
outsourcing. Open and free communication habits within the company and with the 
suppliers help to make IT outsourcing successful. An ongoing communications process 
ensures that requirements and expectations are understood by both sides. Continuous 
communication helps to put misconceptions and misunderstandings on the spot and to 
solve problems faster and easier. Defined procedures for communication and agreed 
escalation procedures between supplier and SME even help to solve issues before they 
become a problem. Table 23 summarizes the evidence found for communication 
capabilities of SMEs in this study.
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Table 23. Evidence for communication capabilities
Evidence found in cases Support from other sources
■ Open and free internal and external communication habits
■ Ongoing communication within the company
■ Ongoing communication with supplier
■ Ability to explain requirements to supplier
■ Defined communication ways in contract 
* Defined escalation procedures
■ Lee (2001)
■ Gonzales et al (2005b)
■ Chou and Chou (2009)
■ Lee and Kim (1999)
■ Baldwin et al (2001)
Studies support the importance o f communication capabilities for IT outsourcing 
success. For example, Lee (2001) states that the communication as part of the 
knowledge-sharing process is important for outsourcing success. In their study about 
information systems outsourcing success factors, Gonzalez et al (2005b) argue that a 
good communication between client and service provider is the basis for a good 
relationship. Both parties must agree to communicate effectively in order to make the 
outsourcing deal successful. Similar argumentation can be found in Lee and Kim (1999) 
and Baldwin et al (2001). Chou and Chou (2009) mention that regulations about 
communication management may even be part of IT outsourcing contract.
6.2.4 Processes management
The existence of process management capabilities is another driver for IT outsourcing 
success across all researched cases. Most important seems to be that a clear definition of 
processes, roles and responsibilities exists as well as a clear understanding about the 
processes that should be outsourced. This includes the ability to distinguish between 
core and ancillary processes and some approach to standardisation, but also the 
awareness for the IT processes and the company processes. Some companies use a 
process management framework or a helpdesk system to document their detailed 
processes. Evidence for process management capabilities and support from other 
sources are summarized in Table 24.
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Table 24. Evidence for process management capabilities
Evidence found in cases Support from other sources
■ Ability to distinguish between core and ancillary processes
■ Use of a process management framework
■ Approach to standardisation
■ Clear definition o f processes, roles and responsibilities
■ Clear definition about the processes to outsource
■ Facilitation of a helpdesk system
■ Documented specifications
■ Lee (2001)
■ Wiillenweber et al. (2008)
■ Saunders et al. (1997)
■ Feeny and Willcocks (1998a, 
1998b)
Results from previous research about the impact of process standardisation on the 
business process outsourcing success shows that process standardisation can have a 
significant direct and indirect impact on outsourcing success (Wullenweber, et al.,
2008). Process standardisation is a critical requirement from the vendor’s perspective 
and in turn also for the outsourcing company. The study further shows that indirect 
factors like communication, coordination, and consensus are positively influenced by 
process standardisation. According to Wiillenweber et al (2008), process standards lead 
to a better understanding about how the business operates and how it can be improved. 
“This facilitates communication and coordination between exchange partners and 
allows realigning disparate goals and actions to solve day-to-day problems” 
(Wiillenweber, et al., 2008, p. 218). Furthermore, process standardisation may lead to a 
higher measurability of process output and to an easier implementation of performance 
measurement throughout the business processes.
Saunders et al (1997) state that outsourcing seems to be most successful when IS is 
viewed as a core function. On the other hand, outsourcing failures are more common in 
companies that view IS as a commodity. Companies that consider IS a core process may 
be more successful in negotiating their IT outsourcing contracts. Loose contracts may, 
therefore, be symptomatic of inadequate preparations for IT outsourcing arrangements 
or missing process management capabilities.
Feeny and Willcocks (1998a, 1998b) state that processes must be redesigned before 
being automated, and they should be redesigned considering the potential of technology. 
In best practice organisations, the IT can be an important contributor to business 
problem-solving and process reengineering.
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Informed buying is a capability that shows a great variety of evidence in the researched 
SMEs. What seems to be common is the use of references, recommendations and 
networks for the procurement of services. For most of the companies, it is important to 
have a supplier at the same “eye-level”, which means that the supplier has a similar 
company size and structure. Selecting the right supplier is therefore one of the core 
goals when procuring external resources. Although the companies perform market 
research during the procurement process, they primarily draw on their current suppliers. 
Most companies argue that they stay with their suppliers because they have had good 
experiences. An interesting issue is that some suppliers focus explicitly on the 
employees of their service providers, which means that they switched the service 
provider if one o f its employees changed jobs to a new provider. Discovered pieces of 
evidence for informed buying capabilities and supporting literature are summarized in 
Table 25.
Table 25. Evidence for informed buying capabilities
6.2.5 Informed buying
Evidence found in cases Support from other sources
■ Use o f references, recommendations and networks for 
procurement
■ Selection of the right supplier
■ Supplier is on “eye-level”
■ Performing market research
■ Visiting suppliers events
■ Focus on established providers
■ Documented specifications
■ SLAs in contracts
■ Gonzalez et al. (2005b)
■ Chou and Chou (2009)
■ Snijders and Tazelaar (2005)
The findings from the cases adhere to Chou and Chou (2009) who state that there are 
three important activities in the pre-contract phase: (1) need identification, (2) strategic 
setting and planning, and (3) vendor selection. In order to prepare for these activities, a 
client must analyse his or her market situation and identify outsourcing success and risk 
factors. This means that a SME needs to understand the business environment, project's 
success factors, and associated risks to make a good outsourcing decision. Gonzalez et 
al (2005a) find that it is important to think about the objective of IT outsourcing in order 
to select a service provider that best fits that objective.
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Snijders and Tazelaar (2005) have been collecting quantitative data about IT 
procurement since 1995. They publish five interesting findings which they made about 
the IT procurement in companies and suggest five implications for practitioners that are 
summarized in Table 26.
Table 26. Findings and implications in IT procurement
Findings Implications for Practitioners
The ability to deal with IT-purchases has improved 
over the years in the companies, but the amount of 
problems experienced has not decreased.
IT managers should bear in mind that both the 
complexity of the services they buy and the 
experience of their service provider may grow at 
the same or even a faster pace.
The types o f problems in IT procurement that are 
encountered most are not the ones that managers 
expect to occur most often.
It is likely that problems concentrate on post-sales 
issues much more than on presales issues.
Large investments in planning and contracting are 
not useful in preventing problems.
It is likely that a smaller investment in the 
management of procurement o f companies may 
lead to the same supplier performance as large 
investments. It is worth the risk.
Current purchasing rules and procedures in 
companies lead to larger management investments, 
but not to fewer problems.
Internal rules and regulations are usually too rigid 
and lead to increased investments in management, 
but not to fewer problems with the purchasing 
transaction.
Although large firms are more bureaucratic and 
deal with more complex transactions, they do not 
differ as much from SMEs as it is expected.
Results that are based on large-scale data analysis 
can be valid for SMEs as well, when the study 
adequately controls the many factors.
Source: Snijder and Tazelaar (2005)
6.2.6 Project management
All of the researched cases indicate that project management capabilities support SMEs 
in a variety of operational areas, including IT projects, quality management issues and 
resource management. Discovered evidence for project management capabilities is 
summarized in Table 27. It seems that most SMEs use at least some project 
management methods, even if they are not aware that they are doing it. The majority of 
the researched SMEs also document their projects or use a database to keep track of 
project aims, progress and history. In addition, some companies use project 
management methods to manage their IT resources and to manage their IT risks. It can 
be concluded from the cases that project management capabilities are a success factor 
for IT outsourcing in SMEs, because they help the companies to get and stay organized 
in some way.
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Table 27. Evidence for project management capabilities
Evidence found in cases Support from other sources
■ Some use of project management methods
■ Project documentation or database is used
■ Some sort of resource management exists
■ Some sort of risk management is performed
■ Chou and Chou (2009)
■ DiRomualdo and Gurbaxani 
(1998)
Similar findings can be found in the literature. “Outsourcing companies should utilize 
project management knowledge and tools for contract management. In addition, they 
need to identify project's risk factors and then carefully manage these risk factors. 
Appropriate work on project management and risk management will increase the 
likelihood of outsourcing success” (Chou & Chou, 2009, p. 1040). DiRomualdo and 
Gurbaxani (1998) mention project management as a key competence.
6.2.7 Quality management
Quality management capabilities may help the SME to ensure that it get all the expected 
benefits out of IT outsourcing. Many of the researched companies have a well- 
developed QM system, because the requirements in QM are basically the same for 
SMEs as for larger companies. Commonly, the IT processes are part o f the overall QM 
processes. The existence of such a QM system also includes some sort of IT risk 
planning, IT reporting and benchmarking. In particular, successfully IT outsourcing 
SMEs seem to have a high awareness for the necessity to measure the benefits that are 
achieved from IT outsourcing. In addition, such SMEs profit from various certifications 
that they achieve or must achieve due to the industry in which they operate. Successful 
IT outsourcing companies also report the use of external auditors. Most SMEs use some 
sort of a bug reporting and tracking tool such as an ITIL-conform IT helpdesk system. 
Table 28 shows the pieces of evidence found for quality management capabilities in the 
cases and supporting literature.
Table 28. Evidence for quality management capabilities
Evidence found in cases Support from other sources
■ IT processes are part o f QM system
■ Existing aim for continuous improvement o f 
IT outsourcing process
■ Existence of a risk management system
■ IT reporting and benchmarking
■ Measurement of IT performance
■ Use of various certifications
■ Facilitation of a helpdesk systems 
" Use o f external auditors
■ Chou and Chou (2009)
■ Franceschini et al. (2003)
■ Cragg and Zinatelli (1995)
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Chou and Chou (2009) placed their focus on QM assessment. They state that a 
successful IT outsourcing project should fulfil the expectations (i.e. needs and 
requirements) of the client. The level of fulfilments must be measured. They state 
further that QM managers should cover the process for fulfilling the business objectives 
that are undertaken. The outsourcing quality aspects that the QM manager should cover 
include integration, cooperation and coordination.
However, this research shows that in the selected SMEs, the QM manager function 
during the IT outsourcing projects primarily lies in the responsibility of the head of IT. 
Therefore, the IT manager must have QM capabilities "to harmoniously meld various 
attributes and processes of the relationship into each party's structure, policies, and 
procedures” (Chou & Chou, 2009, p. 1040).
Franceschini et al (2003) highlight the need for a best practice approach in outsourcing 
and for a structured benchmarking theory. They request from the outsourcing client to 
dedicate more efforts towards the analysis of organisational aspects and processes 
definitions and state that “outsourcing can be an excellent way to improve processes, 
but at the same time, if improperly used, it might lead companies to lose their skills and 
knowledge, which are difficult to recover” (Franceschini, et al., 2003, p. 258). Quality 
management capabilities may help a SME to implement a structured performance 
evaluation system in order to improve the benefits gained from IT outsourcing.
This research showed that keeping continuous contact between the supplier and client is 
an important QM task, but also getting external know-how and using external 
consultants seemed to help the SMEs to be successful in IT outsourcing. However, 
almost fifteen years ago, Cragg and Zinatelli (1995) made controversy findings. In their 
study, smaller firms had limited contact with external consultants. For instance, the 
contact with the computer industry in over half of their researched firms was limited to 
occasions when problems needed solving. Typically, they did not know what other 
firms were doing with computers, and were not aware of the best uses of technology. In 
Cragg and Zintanelli’s (1995) research, only one of the eighteen firms sought regular 
advice from a consultant. This current research, however, shows that especially for QM- 
like tasks, external consultants were hired by the SMEs for security certifications, QM 
audits, or IT audits.
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The capability to acquire and share knowledge was found to be an important success 
factor for IT outsourcing in the researched SMEs. Commonly, there is the use of a 
knowledge database (e.g., document database, process database or Microsoft Office 
SharePoint Services, etc.) to exchange information and knowledge within the company 
and with suppliers. Of high importance seems to be the ability to transfer business 
process knowledge from the SME to the service provider. Table 29 summarizes the 
evidence found for knowledge management capabilities und supporting literature.
6.2.8 Knowledge management
Table 29. Evidence for knowledge management capabilities
Evidence found in cases Support from other sources
■ Use of a central document database
■ Facilitation of a helpdesk system
■ Continuous knowledge exchange
■ Integration in supplier’s knowledge management database
■ L ee (2001)
■ Zhao et al (2004)
Previous studies support the findings o f this study. For example, Zhaoet et al (2004) 
argue that there is a lot of knowledge created and exchanged during an outsourcing 
process. Therefore, learning from the good practices of knowledge management may 
support rapid innovation in IT outsourcing by leveraging on collective knowledge. 
When organisations face unforeseen discoveries in IT outsourcing activities, it is 
essential that knowledge about new technologies is preserved and the “corporate 
memory” is constantly updated.
Lee (2001) confirms that knowledge sharing is one of the major predictors for 
outsourcing success and the capability to learn or acquire the needed knowledge from 
other organisations (i.e. networking) can be a success factor for successful knowledge 
sharing and outsourcing success.
6.2.9 IT goals planning and measurement
This research shows that the SMEs which are very successful in IT outsourcing (i.e. 
COMPANY_A, COMPANY H, etc.) have a clear understanding about their aims and 
objectives in IT outsourcing. The cases highlight the fact that SMEs need to be aware 
about the goals they want to achieve through outsourcing. Therefore, the capability to 
plan IT goals can be an important contributor to IT outsourcing success. Companies
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without a clear understanding about their IT goals do not seem to be as successful in IT 
outsourcing as companies that have their goals clearly defined. Table 30 shows the 
explored evidence for IT goals planning and measurement capabilities and supporting 
literature.
Table 30. Evidence for IT goals planning & measurement capabilities
Evidence found in cases Support from other sources
■ Clear expectations and documentation of expected benefits from 
IT outsourcing
* Selective IT outsourcing based on the expected benefits
* Planning of IT infrastructure
■ Measurement o f benefits
■ Documented specifications
■ Gonzales et al (2005a)
■ Gonzales et al (2005b)
■ Chou and Chou (2009)
■ Barthelemy (2003)
■ DiRomualdo and Gurbaxani 
(1998)
Chou and Chou (2009) identify IT goal planning as a success factor for IT outsourcing, 
especially during the pre-contract phase. They state that the understanding the goals, 
objective, scope, budget, and the duration of IS outsourcing project seems to be very 
important. Then the outsourcing strategy must be identified, including the degree of 
integration, allocation of control, and performance monitoring.
A basic requirement for being successful in IT outsourcing is the clear definition of the 
scope and specifications of the project (Zviran et al., 2001). Unfortunately, many 
companies approach IT outsourcing with only a vague idea of what they want to obtain 
from the supplier (Gonzalez, et al., 2005a). Then, they do not understand how to choose 
the technology that will be the also most suitable for the company in the future or how 
to determine the amount of data the company will need to handle in the next few years 
(Barthelemy, 2003). For this reason, Gonzales et al (2005b) suggest outsourcing only 
those tasks that are clearly understood and for which a straightforward contract can be 
written.
Gonzalez et al (2005b) researched large Spanish firms. One of the critical success 
factors for IT outsourcing was identified as the client’s clear idea o f what benefits 
should be achieved through IT outsourcing. Even though this result derives from larger 
companies, it seems to also be valid for the interviewed SMEs in this research. It means 
that SMEs must make an effort to clarify the business objectives that they want to reach 
through outsourcing and what the main intent of the relationship should be. A goal
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could be, for instance, to reduce costs or to ensure permanent access to new technology. 
Some companies may also introduce a radical change in their technological position or 
use technology to gain strategic flexibility.
Measurement is important to verify whether the goals are achieved. Therefore, 
DiRomualdo and Gurbaxani (1998) mention IT performance measurement as a key 
competency.
6.2.10 Contract facilitation and monitoring
The ability to manage contracts also seems to play a part in IT outsourcing success. 
Contrary to some cases in the literature (e.g., Barthelemy, 2003; Feeny & Willcocks, 
1998a; Gellings, 2007), most of the interviewed SMEs focus merely on the pre-contract 
phase during procurement to make sure all topics are included in the contract. 
Nevertheless, the findings of this study lead to the conclusion that contract monitoring 
and facilitation is even more important than closing the contract. Table 31 lists a variety 
of pieces of evidence for contract facilitation and monitoring capabilities.
Table 31. Evidence for contract facilitation and monitoring capabilities
Evidence found in cases Support from other sources
■ Good contracting skills
■ Short runtime of contracts
■ Contracts are negotiated periodically 
* Contract monitoring is practised
■ Emphasis on pre-contract phase
■ Requirement documentation
■ Chou and Chou (2009)
■ Grover etal. (1996)
■ Barthelemy (2003)
■ Snijders and Tazelaar (2005)
■ Gonzalez et al (2005a)
Snijders and Tazelaar (2005) state that the types of problems that are encountered 
during IT purchasing most are not the ones managers expect to occur most often. They 
also found post-contract issues to be the most frequently occurring type of problems. 
These issues include services or adjustments delivered tardily or too late, incomplete 
documentation or unclear, inadequate guidance and coaching, and incomplete or too 
slow products. Furthermore, Snijder and Tazelaar (2005) found, that these problems did 
not differ whether in small- and medium-sized companies or in the larger companies. 
Chou and Chou (2009) agree and mention that the activities in the post-contract phase 
of IT outsourcing include tasks like project assessment and preparing decisions for the 
next outsourcing contract.
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Barthelemy (2003) researched the influence of trust-based and contract-based 
management on outsourcing success and found that simple IT outsourcing projects may 
be managed with contract-based management only, because all the aspects of the 
requirements can be written down simply. However, the contract for complex IT 
outsourcing projects may never be complete, since every eventuality cannot be 
included. Then, trust-based management may help to supervise the IT outsourcing 
project. Barthelemy (2003) findings also suggest that trust-based and contract-based 
management can be used simultaneously. In such situations trust takes over from the 
contract when the contract reaches its boundaries.
Some companies in the sample limit the runtime of their IT outsourcing contracts to one 
year and renegotiate them annually. During this process, points that need to be 
improved are discussed. Similar recommendation can be found in the literature for 
successful IT outsourcing. Gonzalez et al (2005a) recommend signing contracts for a 
length of time that allows the company to monitor its business requirements.
6.3 Limitations and contribution fo r  further research
This study faces some limitations. First, the literature regarding the IT outsourcing in 
SME is almost nonexistent. IT outsourcing research determining the key success factors 
is broadly focused on large companies and the factors for SMEs have remained a vacant 
issue for decades. One limitation of this exploratory study is that external validity might 
not addressed broadly enough, since the research findings are concluded from only ten 
SMEs. Nevertheless, Eisenhardt (1989) states that after a certain number of cases, a 
state of theoretical saturation can arise where additional cases do not deliver much more 
evidence. In the course of this research, the author reached this state after completing 
ten case studies. One might argue that this limitation makes it also difficult to 
statistically generalize the findings, even though the cases were researched carefully. 
However, according to Yin (1994), this argumentation is only applicable to statistical 
generalisations, but not to analytical ones that are the basis of this case study research. 
Furthermore, the author’s aim was to explore causal relationships, not to prove them.
Although it was very difficult to get access to the sample companies and respondents, 
the author managed to visit the companies and arrange interviews with the heads of IT. 
Furthermore, the author researched the companies on the web and in company databases
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such as the Amadeus database. In addition, the author talked to current and former 
employees, suppliers and customers in some cases. Finally, the author reconfirmed the 
individual results with the interviewees after analysing each case study.
The author used the concept of perceived benefits to measure IT outsourcing success. 
The same approach was previously used by Grover et al (1996) who state that 
outsourcing is motivated by the strategic, economic, and technological benefits. This 
approach uses a formative model and there is a risk of disregarding substantial elements 
of IT outsourcing success. In addition, the level of achieved benefits was acquired from 
the CIOs of the SMEs, who might be biased. To gain more external validity, future 
research should also interview users (i.e. employees from other departments) and the 
executive board to determine the level o f IT outsourcing success.
The characteristics of SMEs, especially their diversity, also make it very difficult to 
generalize findings. The market and situation of SMEs change constantly and make 
them difficult to analyse. For instance, a SME with 200 employees can merge with 
another 500-employee-sized company resulting in a company with a total o f 700 
employees. According to the common definitions (Giinterberg & Wolter, 2002; The 
new SME definition, 2006), such a company would not be considered SME anymore, 
but the structure, behaviour, and characteristics may still qualify.
Future research may be conducted by way of a larger scale investigation into the 
capabilities for IT outsourcing of SME. More future research could be to operationalise 
the discovered capabilities to measure them quantitatively. Then, in a next step, future 
research could measure the association of the capabilities with IT outsourcing success or 
other established dependent variables in IS research, as previously done and suggested 
by Van Der Heijden (2001).
This research focused on associations between capabilities and IT outsourcing success 
in general. IT outsourcing success was measured by assessing three categories of 
achieved benefits (i.e. economic, strategic, and technical). Therefore, further research 
should focus on the association between capabilities and each of these categories to 
enhance knowledge on how certain capabilities may influence the achievement benefits 
in the categories.
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Another interesting suggestion for further research is to measure the association 
between the CIO’s qualification to IT outsourcing success, because this thesis shows 
that this aspect might have strong influence, especially when the company shows 
overall low maturity of other capabilities.
6.4 Contributions and implications fo r practitioners
This chapter discusses the contributions and implications of the findings for 
practitioners. The conclusions from this research are used to draw lessons for (1) 
executive managers of SMEs, who want to prepare their company for IT outsourcing 
and (2) those who want to enhance their benefits from exiting IT outsourcing.
The research shows that certain capabilities in SMEs are important in order to benefit 
from a successful IT outsourcing project. However, such capabilities do not appear by 
themselves. The executive management of a SME must create an environment in order 
let such capabilities grow and mature in the company. Van Grembergen (2004) explains 
that IT management focuses only on the internal delivery of IT services and products 
and management the present IT operations; hence IT outsourcing management solely 
does not lead to success.
The governance of IT outsourcing has broader implications because it focuses on both 
internal and external issues. Besides performing and developing the outsourcing project 
to meet demands of the corporation, governance also meets present and future demands 
of the corporations’ customers and suppliers. The capabilities identified in this thesis 
can help a SME to effectively govern its IT outsourcing projects. Each capability can be 
seen as a focus area for IT outsourcing governance in SMEs. Figure 46 illustrates these 
focus areas. The board or executive management o f SMEs must define regulations and 
priorities within each of the focus areas and name decision makers who can then 
manage the IT outsourcing projects within the preset boundaries. In addition, these 
regulations and priority must be constantly evaluated and adapted to the current 
situation of the company.
203
Figure 46. Focus areas for IT outsourcing governance
In conclusion, Table 32 summarizes the focus areas for the governance of IT 
outsourcing in SMEs. The table provides aims and objectives for the board and 
executive managers. These aims and objectives are derived from the evidence found in 
the ten conducted case studies.
The findings of this research show that if managers follow these suggestions, they can 
substantially influence their IT outsourcing experience and improve the benefits 
achieved through IT outsourcing.
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Table 32. Aims and objectives for IT outsourcing governance in SMEs
Focus Area Aims and objectives
Relationship
Building
■ Define how the supplier is integrated into the company processes
■ Define who is responsible to maintain the relationship with the vendors
■ Build an atmosphere where trust can develop
■ Strengthen the position of the head of IT
■ Define who does IT strategy
■ Establish internal relationships between IT and other departments
Business-IT
Linkage
■ Get a head of IT with good IT and business skills
■ Make IT members think like business managers
■ Define the integration of departments in IT changes
■ Make sure there is a process o f IT strategy-making and IT planning
■ Cooperative decision making process
Communication ■ Define communication channels and procedures
* Promote open and free internal and external communication habits
■ Make sure the employees can communicate efficiently
■ Define escalation procedures
Process
Management
■ Make sure all employees know the company’s core and ancillary processes 
* Establish a process management framework
■ Put a focus on standardisation
■ Define clear processes, roles and responsibilities
■ Define clearly the processes to be outsourced
■ Be sure to have a helpdesk system
■ Define binding regulations for documentation
Informed Buying ■ Build up networks for procurement
" Define procurement standards and procedures
■ Make sure to keep in constant contact with supplier
■ Focus on established providers
■ Define a standard for the documentation of specifications 
* Put SLAs into contracts
Project
Management
■ Establish the use o f (simple) project management methods
■ Define a standard for the documentation o f projects
■ Define at least a simple approach for resource management 
“ Define risk management procedures
Quality
Management
■ Involve the QM department in documenting the IT processes
■ Define goals for continuous improvement o f IT outsourcing process
■ Introduce a risk management system
■ Define and control IT reports and benchmarking
■ Build up a helpdesk system
■ Make external auditors mandatory
Knowledge
Management
■ Introduce a central document database
■ Define procedures for the knowledge exchange with the provider
IT Goals Planning 
& Measurement
■ Think about your expected benefits from IT outsourcing and document them
■ Sometimes selective IT outsourcing based on the expected benefits is better 
than full outsourcing
■ Define a procedure to plan the IT infrastructure
■ Introduce standards to regularly measure the achievement o f benefits
Contract 
Facilitation and 
Monitoring
■ Set up a central contract database and provide access to employees who are 
involved in IT projects
■ Define an overall standard procedure for contracting
■ Make sure the runtime of contracts is short (e.g., 1 year max)
■ Define procedures for periodical reviews and renegotiations o f contracts
" Define a contract template that contains all the necessary regulations that are 
important for the company
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6.5 Contributions and implications fo r other researchers
The major academic contribution of this thesis is the presentation of capabilities that 
facilitate the governance of IT outsourcing and the successful management of external 
IT resources. There were already a large number of theoretical perspectives and 
empirical work on strategic IT outsourcing in general. This previous research has 
focused on a variety of areas such as transaction cost economics, competence 
perspective and relational view (c.f., Mahnke, et al., 2005), However, the research 
mainly aimed at large enterprises (e.g., Barthelemy, 2003; Feeny & Willcocks, 1998a; 
Han, et al., 2008; Lee, 2001; Saunders, et al., 1997; van Lier & Dohmen, 2007, etc.). 
Research on IT outsourcing in SMEs was limited. Most of it was either professional 
literature about best practices (e.g., Pistole & Bragg, 2005), which focused on 
demographic issues (e.g., Arbore & Ordanini, 2006), dealt with related issues such as e- 
commerce (e.g., Brown & Lockett, 2001) or solely on the failures of IT outsourcing in 
SMEs (e.g., Devos, et al., 2008).
Therefore, the objective of this thesis was to go beyond the existing literature and create 
new knowledge by looking more closely at capabilities that a SME should build or 
extend in order to be successful in IT outsourcing. Furthermore, there are more essential 
contributions for other researchers. The literature review provides an overview of the 
theoretical and empirical work by other researchers. Several research areas contributed 
to the answers of the research questions: literature about (1) SMEs and their 
management and market situation, (2) IT governance, (3) resource-based view and 
capability building, and (4) IT outsourcing and its critical success factors. In addition, 
an approach of measuring IT outsourcing success was introduced in the literature 
review.
The methodology section provided an overview on how the topic was approached 
through a multiple-case study approach and how the case studies were conducted and 
analysed. In addition, it provided an approach on how to operationalise the IT 
governance domains in order to use them in an interview. Issues and limitations of the 
research approach were discussed. The methodology section can be used as abasis for 
further researchers who want to replicate the findings or want to investigate other 
factors related to the topic of this research.
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All possible caution has been taken to minimize or eliminate biases that can occur 
during research. The methodology has a very good basis in the literature and a research 
model has been provided that is supported by existing academic and practical work. The 
collection and analysis of data has been conducted with great care and the limitations 
were discussed in detail.
6.6 Reflective diary
This research journey was a unique opportunity for me to collect significant knowledge 
and competence in professional research methodology.
The workshops in the first year helped me to get a sound basis on the philosophical 
underpinnings of research. My educational area o f origin is in the IT field where the 
research paradigm and methodology are often limited to positivism and deductive-based 
research. Therefore, I extended my research knowledge to address epistemological 
questions that are also based on different understandings of reality (i.e. interpretalism 
and constructivism).
The quantitative methods module helped me to refresh my knowledge in such methods.
I found that it is not sufficient just to know about quantitative methods; I learned to 
apply them accurately and to judge their robustness. The module provided an overview 
about quantitative research designs and techniques for the collection and analysis of 
data in practical management research. I understood the relevance of practical issues 
and problems which need to be considered throughout the design phase of a research 
project.
The workshops also strengthened my knowledge about advanced qualitative research 
designs and techniques and made me aware of the practical issues and problems that 
need to be considered in the design phase of a research project. I learned to take a 
critical and defendable perspective in the choice of research methods and to be able to 
apply chosen methods rigorously. In addition, I gained deeper knowledge about case 
study research design and its strengths and weaknesses. My research journey helped me 
to learn about various techniques of qualitative data collection (e.g., depth interviews 
and focus groups; projective techniques, participant and non-participant observation, 
ethnography, etc.) and qualitative analysis techniques (e.g., discourse analysis, text 
analysis, cognitive mapping, argument maps, etc.).
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The writing of the research proposal facilitated my skills to conceptualize a specific 
management problem and to plan a research project at doctoral level. However, while 
writing the proposal, I found that it is difficult to aggregate all my ideas into simple and 
straightforward arguments. The first draft exceeded the defined word limit by far and I 
had to edit and reformulate my proposal. The adjusted draft then was right in terms of 
length, but needed some more consideration in methodology. Finally, I was able to 
write a draft that was able to convince the peer of my research project. In doing so, I 
gained the ability to create a proposal that demonstrates an understanding of the 
research problem, appropriate alternatives and methods for the investigation. Since I 
was working as a project manager during the time of writing the proposal, I could apply 
my project management knowledge to plan the research project and create a schedule 
for it that is defensible.
While browsing and searching through different literature databases, I learned about the 
different quality of journals and other publication available. I gained experiences in 
identifying strengths and weaknesses of research methodologies, contribution and 
overall style of various published research papers. In addition, I developed skills which 
allowed me to comment on the limitations and transferability of reported research 
findings to both research and workplace settings.
Having been a project manager with an IT outsourcing company, I could align my 
research interests with my work. Originally, my research focus was on IT governance in 
SMEs. The complete research proposal has been drafted and accepted by my 
supervisors. However, after getting deeper into the literature of IT governance and SME 
and talking to professionals in the industry, I encountered the problem that there was no 
adequate sample available to which I had access. SMEs in Germany and Austria tend 
not to be very open to research students especially when approaching new issues like IT 
governance. After several discussions with my supervisor, I narrowed down my topic to 
a more specific area: IT outsourcing governance in SMEs. After that, a new research 
approach had to be developed. Finding samples for the revised research project was not 
easy for me either. While I had already put great effort into getting access to SMEs that 
are successful in IT outsourcing, it was almost impossible to find companies that had 
both the experience of IT outsourcing failures and the willingness to talk about them. 
These situations showed me the importance of being flexible during the research 
process.
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Conducting interviews was an impressive experience. Although having a conversation 
with top executives was not a new situation for me since this was already part of my job 
as project manager, the setting in the research project was different. My experience was 
that the interview partners talked more openly about their business situation because 
they talked to me rather as researcher than as a business partner. Furthermore, I also 
recognized that they showed me a high level of trust because I was potentially able of 
using the knowledge gained about them later in business situations. Therefore, I had to 
follow high ethical standards and show professionalism in order to distinguish between 
the business-to-business and the business-to-researcher relationship.
Analyzing the collected data was one of the most challenging parts of the research 
project. Using NVIVO as the qualitative software analysis tool, I started coding the 
transcribed interviews. However, I found it difficult to find the right codes and to 
categorize them accordingly. Being new to qualitative research, the biggest problem for 
me was the variety of analysis methods that NVIVO offers. In the beginning, the 
software offered a lot of functions and I was not sure which one would be appropriate to 
use. After talking to my supervisor, I realized that I needed to keep it simple. An 
important experience was that my sample group was not big enough to make 
generalisations from the findings. Therefore, I focused on the most interesting cases 
(positive and negative) and used them to create my model, but I also pointed out the 
restrictions that arise due to this small sample.
In conclusion, the work on my research project helped me to advance in academic rigor 
by adapting my intuitive and experiential thinking processes, sharpen my knowledge 
about different research paradigms and associated methodologies, and increase my 
experience with qualitative research methods. I learned to read literature critically, to 
create a research proposal that can stand up to a peer review and to conduct a research 
project that delivers valuable data for analysis. Critical thinking also increasingly began 
to be present in my life, while reading the newspaper or during discussions with my 
family and friends. I actually found it especially valuable in my business life, where I 
am able to use it to create solid chains of evidence in discussions and negotiations. The 
work on my DBA thesis showed me how to scientifically approach management 
problems at a doctoral level using highly sophisticated research methods.
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8 Appendix A -  Tables
Table 33. Constructs for IS/IT competencies (Part 1)
Researchers Competency Constructs Dependent Variable
Feeny and 
Willcocks 
(1998a, 1998b)
IT/IS governance 
Business systems thinking 
Relationship building 
Designing technical infrastructure 
Making technology work 
Informed buying 
Contract facilitation 
Contract monitoring 
Vendor development
None
Montealegre 
(2002, p. 529)
Capability to strategise, to be 
flexible, to integrate, to engender 
trust
Success in electronic commerce
Peppard and 
Ward (2004, pp. 
178-179)
Strategy formulation
Business strategy
Technology innovation
Investment criterion
Information governance
IS strategy
Prioritisation
IS strategy alignment
Business process design
Business performance improvement
System and process innovation
IT Strategy
Infrastructure development 
Technology analysis 
Sourcing strategies 
Exploitation
Benefits planning and delivery 
Managing change 
Deliver solutions 
Applications development 
Service management 
Information asset management 
Implementation management 
Business continuity and security 
Supply and supplier relationships 
Technology standards 
Technology acquisition 
Asset and cost management 
IT/IS staff development
Organisational Performance
Ray et al. (2004) Managerial knowledge Competitive advantage through customer 
service excellence
Source: Table by Tarafdar and Gordon (2007, pp. 5-6) extended with additional sources
found by the present author.
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Table 34. Constructs for IS/IT competencies (Part 2)
Researchers Competency Constructs Dependent Variable
Wade and Hulland 
(2004, pp. 112-113)
External relationship
management
Market responsiveness
IS business partnerships
IS planning and change
management
IS infrastructure
IS technical skills
IS development capability
Operational efficiency
None
Bhatt et al (2005, p. 
265)
IT infrastructure 
IT business experience 
Relationship infrastructure
Competitive advantage
Ravichandran and 
Lertwongsatien 
(2005, p, 243)
IS planning sophistication 
Systems development capability 
IS support maturity 
IS operations capability'
Firm performance through IT support for 
core competencies
Ray et al. (2005, pp. 
630-631)
Shared knowledge 
IT infrastructure flexibility
Customer service process performance
Bharadwaj (2000) Development of IT capabilities
Benchmarking
Right IT investments
Superior firm performance
Source: Table by Tarafdar and Gordon (2007, pp. 5-6) extended with additional sources
found by the present author.
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Table 35. IT governance frameworks
Framework Focus Published by
IT Infrastructure 
Library (ITIL)
Describe how service management can be implemented. the United Kingdom's 
Office of Government 
Commerce (OGC)
Capability 
Maturity Model 
(CMM)
The CMM framework helps organisations to mature their 
people, processes and technology assets to improve long 
term business performance.
US-based Software 
Engineering Institute 
(SEI)
BS 15000 First standard specifically aimed at IT service management. 
The framework describes an integrated set o f management 
processes that can be applied to effectively deliver services 
to the organisation and customers.
British Standards 
Institution 
(BSI Group)
Project 
Management 
Institute (PMI)
Effective project management American National 
Standard Institute
PRINCE2 UK’s de facto standard for project management. It was 
originally developed for the needs of IT projects.
Office of Government 
Commerce
Six Sigma Provides a data-driven approach and methodology for 
eliminating defects for any process and independent from 
manufacturing to transactional and from product to service.
International Society of 
Six Sigma 
Professionals
BS7799 and 
IS017799
Requirements for an information security management 
system. The framework helps to identify, manage and 
minimize the range of threats to information within an 
organisation.
International Standard 
Organisation (ISO), 
British Standards 
Institution (BSI Group)
The balanced
scorecard
(BSC)
Supports the organisation to rapidly implement strategy by 
translation o f the vision and strategy into a set o f 
operational goals, measures and initiatives. In this 
framework each of the four perspectives (customer, 
finance, internals and growth) are covered.
Kaplan and Norton 
(2003)
221
Table 36. Summary of IS concepts from research oil outsourcing (Part 1)
Researchers Focus IS Roles, Concepts, Activities, Needs, etc.
Barthelemy
(2003)
IT outsourcing management Hard-side of outsourcing
Contract management
Using outside consultant
Hiring outsourcing experienced people
Soft-side of Outsourcing
Relationship /Trust
Analysis of vendor reputation
Use of known vendors
Bhattacharya et 
al. (2003)
Business risk in IS outsourcing Use of a framework
Audits and Reports
Project risk assessment
Maximizing value across organisations
Service Level Agreements (SLAs)
Measuring financial relationships
Cronk (1995) Framework for the decision what 
to outsource
Use of a framework
Cullen et al. 
(2005)
Introduction of the concept of 
information technology 
outsourcing (ITO) ‘configuration’
Scope grouping 
Supplier grouping 
Financial scale 
Pricing framework 
Duration of contract 
Resource ownership 
Commercial relationship
De Boer et al. 
(2006)
Development of a satisfying 
model for outsourcing
Outsourcing process 
Project management 
Contracting
DiRomualdo and
Gurbaxani
(1998)
Strategic intent for IT outsourcing Contracting, SLAs, Changes 
Pricing
Mix of competencies, Technical expertise 
IS management practice 
Relationship management 
IT performance measurement,
IT services market tracking,
Project management
Negotiation skills / Conflict resolution
Organisational culture and work
Compatibility with partner
Mutual understanding
Equal company size
Continuity
Build relationships to anticipate change 
Mutual understanding 
Flexibility in contract changes
Grimshaw and 
Miozzo (2006)
Institutional effects o f IT 
outsourcing
IT knowledge , Market knowledge (informed 
buying),
Contract expertise , Exercise o f market, 
Negotiation skills
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Table 37. Summary of IS concepts from research on outsourcing (Part 2)
Researchers Focus IS Roles, Concepts, Activities, Needs, etc.
Hurley (2001) HR management in outsourcing 
transactions
Keeping the employees
Kern and 
Willcocks (2002)
Relationships in IT outsourcing Interaction processes 
Products and/or services 
Financial exchanges 
Information exchanges 
Social exchange
Dynamic relationships: long-term
institutionalisation and adaptation
Atmosphere
Commitment
Co-operation
Conflicts
Trust
Power and dependency 
Neglected management issues:
Criticality of the contract
Management structure that needs to be in place
to handle the outsourcing relationship.
Hidden management costs in outsourcing 
relationships
Moving quickly to the institutionalisation of 
operations and processes (vendor development)
Langfield-Smith 
and Smith (2003)
Management control systems and 
trust in outsourcing relationships
Influence factors o f the relationships: 
Characteristics o f the transaction 
Characteristics o f parties 
Characteristics o f environment 
Control mechanisms 
Contract
Performance measurement 
Information sharing 
Building high levels of trust 
Competence trust 
Goodwill trust 
Dispute resolution
Pistole and Bragg 
(2005)
Making IT outsourcing work for 
smaller enterprises
Cost controlling
Value delivery
Risks management
Negotiation skills
Contracting /  Pricing Framework
Shi et al. (2005) IS outsourcing management 
competence
Informed Buying 
Contract Monitoring 
Contract Facilitation
Siakas et al. 
(2006)
Trust in software outsourcing 
relationships
Trust
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Table 38. Summary of IS concepts from research oil outsourcing (Part 3)
Researchers Focus IS Roles, Concepts, Activities, Needs, etc.
Willcocks and 
Feeny (2006)
Core IS capabilities necessary to 
retain when major IT functions 
are outsourced
IT leadership/governance 
Technical planning 
Informed buying 
Relationship building 
Contract facilitation
CoBIT (CoBIT 
4.1,2007)
Professional Framework for IT 
governance
Procure IT Resources
Procurement control
Supplier contract management
Supplier Selection
IT Resources Acquisition
Manage Third-Party Services
Identification of All Supplier Relationships
Supplier Relationship and risk Management
Supplier Performance Monitoring
Define and Manage Service Levels
Service Level Management Framework
Definition of Services
Service Level Agreements
Operating Level Agreements
Monitoring and Reporting of Service Level
Achievements
Review of Service Level Agreements and 
Contracts
Schubert and 
Leimstoll (2007)
Importance and use of IT in 
SMEs
IT skills in company 
High IT skills of management
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Table 39. Archetypes of capability development in firms (Part 1)
Type/State Type Characteristics Key Problems Needs for Technology 
Handling and Strategy
Type 1:
Unaware/
Passive
■ Unaware about the 
need for technological 
change in what may be 
a hostile environment 
and where 
technological know­
how and ability may be 
vital to survival.
* Do not know where or 
what they might 
improve.
■ No awareness of 
potential problems and 
of resources that might 
help deal with them.
■ Highly vulnerable to 
competitive forces.
* Fire fighting, crisis 
style o f management 
with no or little long­
term strategic focus.
■ Often family-owned 
and with a strong local 
orientation.
■ Capabilities are limited 
to reactive innovation, 
often as sub-contractors 
supplying goods and 
services to other firms.
■ Emphasis in innovation 
is almost entirely on 
process change with a 
strong focus on cost as 
the key competitive 
driver.
■ Technological change, 
when it does happen, is 
often dominated by 
suppliers.
■ No motivation to 
change.
■ Lack o f managerial 
skills to prioritise and 
planning for change.
■ Missing 
implementation skills.
■ Limited ability to 
identify relevant 
partners or service 
providers.
■ III prepared in all 
major areas of 
technology 
acquisition, use, 
development and 
strategy.
■ “Local” orientation
■ Use o f “off-the-shelf’ 
solutions.
■ Thorough basic improvement 
programme for 
organisational development.
■ Assistance to recognise the 
need for change, developing 
a strategic framework, 
identifying appropriate 
changes, and in acquiring 
and implementing necessary 
technologies.
■ Assistance in sustaining a 
process of change over the 
long-term.
Source: From Ethiraj et al. (2005)
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Table 40. Archetypes of capability development in firms (Part 2)
Type/State Type Characteristics Key Problems Needs for Technology 
Handling and Strategy
Type 2: 
Reactive
■ Recognise the 
challenge o f change 
and the need for 
continuous
improvements in their
technological
capabilities.
■ Tend to react to 
technological threats 
and possibilities but are 
often unable to shape 
and exploit events to 
their advantage.
■ Emphasis on 
investment in new 
technology packaged 
into capital equipment 
rather than an interest 
in improved or 
different use o f existing 
resources within the 
firm.
■ Rely on a few regular 
sources of technology 
and limited search 
behaviour.
■ Most of the 
technological know­
how is coming from 
suppliers and from 
following other firms in 
the same sector.
■ Treat symptoms rather 
than causes of 
problems.
■ Inappropriate 
innovations.
■ The innovation agenda 
is often set through 
signals filtered via key 
customers or by 
imitative behaviour 
related to similar firms.
■ Lack of key skills and 
experience.
■ No awareness of 
innovation 
challenges.
■ No awareness of 
broader market and 
competitive drivers,
“ No awareness of the 
full range of 
technological options 
to upgrade capability.
" Lack of internal 
resources or the 
awareness of the full 
range of external 
resources available.
■ No capability in 
articulating core 
problems and a 
tendency to treat 
symptoms rather than 
deal with root cause 
issues.
■ No strategic 
orientation to 
technological change.
■ Poorly developed 
external networks.
■ Development of a strategic 
framework for technological 
change, so that key priority 
areas can be addressed.
■ Searching wider for 
solutions, in exploring new 
concepts for acquiring and 
implementing new products 
and process capabilities.
“ Development of internal 
capability for strategic 
upgrading.
Source: From Ethiraj et al. (2005)
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Table 41. Archetypes of capability development in firms (Part 3)
Type/State Type Characteristics Key Problems Needs for Technology 
Handling and Strategy
Type 3: 
Strategic
■ Well-developed sense 
of the need for 
technological change.
■ Capable of 
implementing new 
projects.
■ Clear idea of what has 
to be done, when and 
by whom.
■ Possession of the 
internal capabilities in 
technical and 
managerial areas.
■ Benefit from a 
deliberately developed 
strategic framework in 
terms o f search 
acquisition, 
implementation and 
improvement of 
technology.
■ Ability to network and 
collaborate effectively.
■ Strong in-house 
capabilities 
strategically thinking 
about technology.
■ Important foundations 
for overcoming the 
international 
technological frontier.
■ Benefit from 
occasional, project- 
based support from 
consultancy companies 
or from specialist 
research and 
technology 
organisations, locally 
or internationally.
" Benefit from improved 
access to graduates and 
from linking up with 
universities that offer 
new ideas, access to 
advanced technology 
and new skills.
■ Lack o f capabilities to 
re-defme markets 
through new 
technology.
■ No capabilities to 
create new market 
opportunities.
■ There can be a 
tendency to compete 
within the boundaries 
o f an existing 
industry with the 
danger to become 
‘trapped’ in a mature 
or slow-growth 
sector.
" Limited knowledge of 
where and how to 
acquire new 
technologies beyond 
the boundaries o f the 
traditional business.
■ Providing complementary 
support to internal 
capabilities and challenging 
existing business models.
■ Improved access to specialist 
technical and marketing 
expertise access to new 
networks o f technology 
providers (e.g., overseas 
sources).
Source: From Ethiraj et al. (2005)
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Table 42. Archetypes of capability development in firms (Part 4)
Type/State Type Characteristics Key Problems Needs for Technology 
Handling and Strategy
Type 4: 
Creative
■ At ease with modern 
strategic frameworks 
for innovation.
■ Often rewrite the rules 
of the competitive 
game with respect to 
technology, markets 
and organisation.
* Often in a strong 
position to convert 
threats into new market 
opportunities.
■ Strong internal 
resources are coupled 
with a high degree of 
absorptive capacity that 
can enable 
diversification into 
other sectors.
■ Technology and market 
networks are extensive 
to be kept informed 
about new 
technological 
opportunities and 
remained in touch with 
suppliers o f equipment 
and ideas.
■ It is unlikely that 
there are a lot of firms 
in this category.
■ ‘Risk takers’.
■ Projects can emerge 
that threaten to 
disrupt the existing 
businesses.
■ Collaborate and learn from 
partners in the external 
environment.
* Invest in developing new 
technologies and resources.
■ Complementing existing 
internal capabilities with 
outside sources.
■ Assess risks and 
uncertainties
■ Sustain position as “rule 
breakers”.
Source: From Ethiraj et al. (2005)
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Appendix C -  Interview Guide
This section contains the guide that is used for conducting the interviews of the case 
studies. The questions are generated from the work of different authors as describe 
before and summarized in Table 4. Since the interviews were conducted in Germany 
and Austria, the guide was also translated into German.
8.1 Appendix C .l: English Interview Guide
Interview Guide
Title o f Study
Date
Time
Location
Company
Interview Partner
Interviewer
Introduction
The study examines organisational conditions and capabilities that facilitate the success of IT 
outsourcing activities in SMEs. IT outsourcing is understood as the giving away of IT functions 
of any kind to an external service provider. Often this is also called "out-tasking". For this 
study, small and midsize companies in the region of Germany and Austria are selected to 
investigate the topic and particularly to find out the differences between different sizes of 
enterprises. The investigation will be based 011 interviews held with manager of the IT 
departments. As part of the interview, questions are asked that cover the fields of IT strategy, IT 
resources, IT risk, IT performance monitoring, IT value and IT outsourcing. The duration of the 
interview is approximately 90 minutes and takes place in the form of a conversation in which 
predominantly open questions from the above topics will be discussed.
If requested from the respondent, the results are anonymised and only the demographic data of 
the company (industiy, company size, region, role in the company) is used in the analysis. 
However, it would be of great advantage for me if I may record the conversation on an audio 
device (such as voice recorder). This procedure would greatly simplify the analysis of the 
interview; since it allows me to audio transcribe the recordings. Of course, the audio tapes will 
be deleted on request after the audio transcription is completed and the transcript can also be 
anonymised.
The interview may be tape 
recorded:
___YES ___NO
The interview must be YES NO
anonymised:
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1. What industry is your company working in?
2. How many people does the company employ?
3. What are the total numbers of revenue?
Demographic Questions
Under 2 Million Between 2 and 10 Between 10 and 50 Over 50 Million
Euros Million Euros Million Euros Euros
4. What is your position in the company?
5. Do you have an IT department?
a. If yes, how many employees work in the IT department?
b. In no, who deals with IT in the company?
6. Who has the main responsibility for the IT in your company?
7. How many PC clients are operated in the company?
8. How would you rate your level of IT knowledge?
Very poor Poor Moderate Good Very good
9. How would you rate your level of business knowledge?
Very poor Poor Moderate Good Very good
Questions about IT outsourcing and IT out-tasking
1. What IT services have you outsourced? Since when?
2. Are/were you confronted with problems during outsourcing or out-tasking?
3. If yes, in which project phases do/did you encounter the problems and how do/did they 
look like?
During 
preparation and 
negotiation phase
During
contracting
During the 
transfer project
During 
operations and 
changes
During 
cancellation of 
the contract
What do you think are/were the reasons for the problems?
4. Are you planning to cancel an IT outsourcing or IT out-tasking contract? If yes, why?
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Please rate the following statements. Depending on your answer, details about your selection 
will be further discussed during the course of the interview.
1. Outsourcing / out-tasking helped us to refocus on the core business of our company.
Question about the success of IT outsourcing and IT out-tasking
Strongly disagree Disagree Neither agree nor disagree Agree Strongly agree
2. We have enhanced our IT competence.
Strongly disagree Disagree Neither agree nor disagree Agree Strongly agree
3. We have increased access to skilled personnel.
Strongly disagree Disagree Neither agree nor disagree Agree Strongly agree
4. We have enhanced economies of scale in human resources.
Strongly disagree Disagree Neither agree nor disagree Agree Strongly agree
5. We have enhanced economies of scale in technological resources.
Strongly disagree Disagree Neither agree nor disagree Agree Strongly agree
>. We have increased control of IS expenses.
Strongly disagree Disagree Neither agree nor disagree Agree Strongly agree
1. We have reduced the risk of technological obsolescence.
Strongly disagree Disagree Neither agree nor disagree Agree Strongly agree
8. We have increased access to key information technologies.
Strongly disagree Disagree Neither agree nor disagree Agree Strongly agree
9. We are satisfied with our overall benefits from outsourcing / out-tasking.
Strongly disagree Disagree Neither agree nor disagree Agree Strongly agree
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Questions about Business/IT Alignment
1. How would you rate your company’s dependency on IT?
Very low Low Moderate High Very high
2, How would you rate the awareness of the IT’s importance to achieve sustained
competitive advantage for the company?
Very low Low Moderate High Very high
3. How would you rate the awareness of IT about business strategy and priorities?
Very low Low Moderate High Very high
4. How are the business strategy and goals communicated within your company?
5. How are you making sure that IT understands the business goals?
6. How are you making sure that business understands the IT goals?
7. How do you make sure that you learn from others in the organisation or from other 
companies?
8. How do you share knowledge in your organisation?
9. It there is a “head of IT“position and to whom does the person report to?
10. How are IT decisions made in the company?
11. Who has the budgetary control over the IT investments?
12. Who sets the priorities in the IT investments?
13. What does your strategic IT plan look like? How is it communicated?
14. How far in advance do you plan the development of your IT infrastructure?
15. How is the IT department involved in the procedure of business problem-solving?
16. How does the company internally communicate the strategic aims and direction?
17. How do you get the commitment of the stakeholder for IT projects?
18. How do you plan and organize IT projects?
Questions oil Value delivery
1. Who in your company is responsible for the outsourcing/out-tasking decision?
2. Who is responsible for the outsourcing/out-tasking project and operations?
3. What are the aspects that drive the outsourcing decision in your company? (multiple 
choice)
costs erraticspending
costs, focused 
on operations 
and 
maintenance
enabling
Processes
drive process 
for cost 
effectiveness
business 
value; 
extended to 
business
missing IT 
knowledge
partners
4. What benefits do you expect from outsourcing?
5. Are the benefits from outsourcing quantifiable and is a financial value put on them?
If yes, please explain.
6. How do you measure the benefits of IT?
7. Is detailed benefit delivery plan available? If yes, what does it look like?
8. Who is involved in the changes resulting from outsourcing?
9. How do you ensure continuous quality assurance during the outsourcing process?
10. How do you improve the outsourcing process of the IS/IT service?
11. How do you manage the benefits from IT?
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1. How are risks assessed and managed?
2. How do you plan, implement and control IT processes in your company?
3. How are the IT processes, organisation and relationships documented?
4. How are aims and direction of the management communicated?
5. How do you identity the core and non-core activities of your company?
6. How do you decide what and how much to outsource?
7. How do you deal with changes (e.g., in processes) that are caused by IT 
outsourcing/out-tasking?
8. What would be your approach when you decide to insource again at a later stage?
9. Who is usually creating the outsourcing contracts? Your company or the vendor?
10. What issues are covered in the outsourcing contract? (multiple choice)
For example:
a. Service Level Agreements,
b. Penalty-Reward System,
c. Benchmarking,
d. Change Requests,
e. Renegotiation Clauses,
f. Liability & Insurance,
11. Who reviews IT contracts and contract changes in your company?
12. How do you ensure that your IT contracts are up-to-date?
13. How do you manage the IT outsourcing relationship with the vendor?
14. How would you describe the relationship with your vendors?
Question about Risk Management
Minimum Primarilytransactional
Emerging valued 
sendee provider
Valued service 
provider
Valued
partnership
15. Uponwhic i criteria do you base your estimation?
16. How do you manage IT projects?
17. Do you have an IT security certification (e.g., ISO 27001)? If yes, how was your 
approach to get it?
Questions about IT resource management
1. How do you manage your IT resources? Is there a dedicated process and is it
documented?
2. How do you procure IT?
3. Before you close a contract, how do you ensure that the vendor prices are accurate?
4. Do you negotiate with multiple suppliers (if possible) before entering an
outsourcing or out-tasking contract?
5. How do you select suppliers?
6. How do you update your IT requirements?
7. Please explain your procedure to for establishing, modifying and terminating
contracts for IT suppliers?
8. How do you update your demand in IT resources?
9. Do you plan your IT resources?
If yes,...
a. How do you plan?
b. Who do you involve in the planning process?
c. Over how many years do you plan?
10. How do you educate your IT and business staff?
11. Based upon what characteristics are you planning the development of your staff?
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12. If there is an IT department, how do you rate the IT knowledge of your IT staff?
Very low Low Moderate High Very high
13. If there is an IT department, how do you rate the business knowledge of your IT
staff?
Very low Low Moderate High Very high
14. How would you rate the IT knowledge of the business managers in your company?
Very low Low Moderate High Very high
Questions about IT performance measurement
1. How do you ensure that the IT infrastructure is on a current level to support the 
business?
2. How do you measure the performance of your IT service providers?
3. How do you measure the quality of your IT service providers?
4. How do you measure the outsourcing/out-tasking results?
5. How detailed are your IT service level agreements?
6. How do you measure the contribution of IT to business performance?
7. Do you compare your IT with other companies? If yes, how is your approach?
8. How do you assess your suppliers?
9. How is your approach to aim at continuous improvement in the outsourcing 
relationship?
Summarizing Questions
In your opinion...
1. ...what are the critical success factors for outsourcing/out-tasking?
2. ...what do you feel are the most important capabilities that a SME must have to 
make IT outsourcing successful?
3. ...what do your feel are missing capabilities that prevent your company from being 
successful in IT outsourcing?
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8,2 Appendix C,2: German Interview Guide
Leitfaden fiir das Interview
Titel der Studie
Datum
Uhrzeit (von — bis)
Ort
Firm a
Gesprachspartner
Interviewer
Einleitung
Die Studie untersucht, welche organisatorischen und fachlichen Voraussetzungen den Erfolg 
von IT Outsourcing-MaBnahmen in Untemehmen begiinstigen bzw. behindem, Unter IT 
Outsourcing wird in diesem Zusammen die Auslagerung von IT Aufgaben jeglicher Art zu 
einem externen Dienstleister verstanden, die ansonsten durch das Unternehmen selbst 
durchgefuhrt werden mtissten. Oft wird hierbei auch von „Outtasking“ gesprochen.
Ftir die Studie werden mittelstandische und groBe Firmen in der Region Deutschland/Osterreich 
untersucht um Kenntnisse iiber die genannte Fragenstellung zu erhalten und insbesondere die 
Unterschiede zwischen groBen und mittelstandischen Betrieben zu beleuchten. Die 
Untersuchung findet anhand von Interviews statt, die mit dem/der jeweiligen Leiterln der IT 
Abteilung durchgefuhrt werden. Im Rahmen des Interviews werden Fragen zu den Bereichen IT 
Strategie, IT Ressourcen, IT Risiko, IT Leistungsiiberwachung, IT Wertschopfung und IT 
Outsourcing gestellt. Die Dauer des Interviews betragt ca. 90 Minuten und findet in Fonn eines 
Gespraches statt, an dem iiberwiegend offene Fragen aus den genannten Themengebieten 
besprochen werden.
Sofern es von der/dem Befragten gewunscht wird, werden die Ergebnisse natiirlich 
anonymisiert und es flieBen nur jeweils die demographischen Daten des Unternelimens 
(Branche, UntemehmensgroBe, Region, Rolle im Untemehmen) in die Auswertung ein. Von 
groBem Vorteil ftir mich ware es jedoch, wenn ich das jeweilige Gesprach mit einem 
Audiogerat. (z.B. Diktiergerat) aufzeiclmen darf. Dies erleichtert erheblich die Auswertung des 
hiteiviews, das zur inhaltlichen Analyse mit dem Computer vollstandig „abgetippt<( (Audi- 
Transkription) werden muss. Natiirlich werden auch hier die Audiobander nach der Audio- 
Transkiiption auf Wunsch geloscht und die Niederschi’ift anonymisiert.
Das Interview darf 
aufgezeichnet werden? JA NEIN
Das Interview muss 
anonymisiert werden? JA NEIN
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Generelle Fragen
1. In welcher Industrie ist Ihr Unternelnnen tatig?
2. Wievielte Mitarbeiter beschaftigt Ihr Unternelnnen derzeit?
3. In Welchem Umsatzbereich befindet sich Ihr Unternelnnen?
Unter 2 Mio. Zwischen 2 und Zwischen 10 und Uber 50 Mio.
. Euro 10 Mio. Euro 50 Mio. Euro Euro
4. Welche Position haben Sie im Unternelnnen inne?
5. Haben Sie eine IT Abteilung?
a. Wenn ja, wie viele Mitarbeiter arbeiten in der IT Abteilung?
b. Wenn nein,
wer beschaftigt sich im Unternelnnen alles mit der IT? 
wer hat die Gesamtverantwortung fur die IT?
6. Wie viele PC Arbeitsplatze hat Ihr Unternelnnen?
7. Wie schatzen Sie Ihren IT Wissensstand ein?
Sehr gering Gering durchschnittlich Gut sehr gut
Wie schatzen Sie Ihr betriebswirtschaftliches Wissen ein?
Sehr gering Gering durchschnittlich Gut sehr gut
Fragen zur Vergabe von IT Diensten an externe IT Dienstleister
1. Welche IT Dienstleistungen beziehen sie von extern und seit wann?
2. Sind oder waren Sie bei der Vergabe von IT Diensten an exteme Dienstleister mit 
Problemen konfrontiert? Wenn j a, In welchen Projektphasen treten/traten die 
Probleme auf und wie sahen diese aus?
a. hi der Vorbereitungsphase / Vertragsverhandlungen
b. Bei Vertragsabschluss
c. Im Transferprojekt
d. Im Laufender Betrieb / Bei Anderungen
e. Bei der Kiindigung eines Vertrages
f. Was waren Ihrer Meinung nach die Ursachen fur die Probleme?
3. Denken Sie daran einen IT Outsourcing Vertrag zu beenden? Wemi ja, warum?
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Bitte bewerten Sie dieses Aussagen. Im weiteren Interview wird auf die Antworten bei Bedarf 
naher eingegangen.
Fragen zum Erfolg von IT Outsourcing/IT Outtasking
1. IT Outsourcing/-tasking hat geholfen uns auf miser Kerngeschaft zu konzentrieren.
Trifft eindeutig 
nicht zu Trifft nicht zu weder noch
Trifft zu Trifft eindeutig zu
2. Durch IT Outsourcing/-tasking konnen/konnten wir unsere IT Kompetenz
auszubauen.
Trifft eindeutig 
nicht zu Trifft nicht zu weder noch Trifft zu
Trifft eindeutig 
zu
3. Durch IT Outsourcing/Tasking haben wir Zugriff auf gut ausgebildetes IT Personal
Trifft eindeutig 
nicht zu Trifft nicht zu weder noch Trifft zu
Trifft eindeutig 
zu
4. Durch IT Outsourcing/-tasking profitieren wir im Bereich Personal wegen
Grbfienkostenersparnissen.
Trifft eindeutig 
nicht zu Trifft nicht zu weder noch Trifft zu
Trifft eindeutig 
zu
5. Durch IT Outsourcing/-tasking haben wir beim Einkauf technischer Ressourcen
wegen GroBeneinkaufsvorteilen bessere Erspamisse.
Trifft eindeutig 
nicht zu Trifft nicht zu weder noch Trifft zu
Trifft eindeutig 
zu
6. Durch IT Outsourcing/-tasking haben wir beim die Kontrolle iiber unsere IT
Ausgaben verbessert.
Trifft eindeutig 
nicht zu Trifft nicht zu
weder noch Trifft zu Trifft eindeutig zu
7. Durch IT Outsourcing/Tasking haben wir das Risiko einer technologischen
Uberalterung minimiert.
Trifft eindeutig 
nicht zu Trifft nicht zu weder noch Trifft zu
Trifft eindeutig 
zu
8. Durch IT Outsourcing/-tasking haben wir unseren Zugriff auf 
Schliisselteclinologien verbessert.
Trifft eindeutig Trifft nicht zu weder noch Trifft zu
Trifft eindeutig
nicht zu zu
9. Wir sind zufrieden mit alien Vorteilen aus IT Outsourcing/-tasking.
Trifft eindeutig Trifft nicht zu weder noch Trifft zu Trifft eindeutignicht zu zu
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Fragen zur IT- und Geschaftsstrategie
1. Wie hoch ist Ilirer Einschatzung nach Direr Fimia von der IT abhangig?
sehr niedrig niedrig durchschnittlich hoch sehr hoch
2. Wie hoch ist Ihrer Einschatzung nach in Iln’er Finna das Bewusstsein dafur, dass die
IT wichtig fur die Erhaltung eines Wettbewerbsvorteils ist?
sehr niedrig niedrig durchschnittlich hoch sehr hoch
3. Wie hoch ist Ihrer Einschatzung nach in der IT Abteilung das Bewusstsein fiir die
Geschaftsstrategie und Prioritaten Ihres Untemehmens?
sehr niedrig niedrig durchschnittlich hoch sehr hoch
4. Wie wird die Unternehmensstrategie und Zielrichtung Ihres Unternehmens intern
kommuniziert?
5. Wie steDen Sie sicher, dass die IT Verantwortlichen die Geschaftsziele Dii’es 
Unternelnnens kennen?
6. Wemi es eine IT Abteilungen gibt, wie stellen Sie sicher, dass die anderen 
Abteilungen im Untemehmen die IT Ziele kennen?
7. Wie gewahrleisten Sie in Ihrem Unternelnnen, dass die IT Mitarbeiter von anderen 
Abteilungen bzw. auch von anderen Firmen lernen?
8. Wie teilen und erhalten Sie Wissen in Ihrem Unternelnnen?
9. Wemi es eine dedizierte Position eines IT Verantwortlichen gibt, wem berichtet 
der/die IT Leiterln in Ihrem Unternelnnen?
10. Wie werden in Ihrem Unternelnnen IT Entscheidungen getroffen?
11. Wer (welche Rolle) hat in Ihrem Unternelnnen die Budgetkontrolle bei IT 
Investitionen?
12. Wer setzt bei IT Investitionen die Prioritaten fest?
13. Wie sieht Ihr IT Strategieplan aus und wie wird er kommuniziert?
14. Uber welchen Zeitraum planen Sie Dire IT Infrastruktur?
15. hiwieweit wird der oder die IT Verantwortliche einbezogen um Probleme zu losen, 
die im Geschaft aufti'eten?
16. Wie holen Sie sich die Unterstutzung aller Stakeholders (Beti'offene Interessenten 
im Unternelnnen) bei der Abwicklung eines IT Projektes?
17. Wie beteiligen Sie die Stakeholder bei der Umsetzung einer IT Losung?
18. Bitte erlautem Sie Dire Vorgangsweise bei der Festlegung von Zielen fiir Ilire IT 
hiffastruktur.
Fragen zur Wertschopfung durch IT
1. Wer ist in Ihrem Unternehmen fur die IT Outsourcing Aktivitaten verantwortlich?
2. Nachdem eine Leistung an einen extemen Dienstleister vergeben worden ist, wer 
trifft dann die Entscheidungen im Outsourcing Projekt?
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4. Was sind die Aspekte, die Sie zum IT Outsourcing /Outtasking bewegen 
(Mehrfachnennung moglich):
a. Kosten
b. Sich standing andemde Ausgaben
c. Laufende Kosten im Betrieb und Wartung
d. Prozesse ermoglichen
e. Prozesse antreiben fur die Steigerung der Kosten-Effiktivitat
f. Geschaftswerte steigern, bis hin zu den Geschaftspartnem.
g. Mangel an IT Wissen
5. Welche Vorteile erwarten Sie sich durch die Vergabe von IT Diensten an externe 
Dienstleister?
6. Sind die erwarteten Vorteile in einem Plan dokumentiert? Wenn ja, wie detailliert 
ist der Plan?
7. Wie stellen Sie sicher, dass Ilmen IT Outsourcing die gewunschten Vorteile bringt?
8. Messen Sie die Vorteile, die Sie durch IT Outsourcing haben/erwarten? Wenn ja, 
wie gehen Sie dabei vor?
9. Haben Sie die Vorteile aus IT Outsourcing mit einem finanziellen Wert hinterlegt? 
Weim ja, wie sind Sie dabei vorgegangen.
10. Wer wird in Ihrem Untemelimen involviert, weim es auf Grand von IT Outsourcing 
zu Anderungen im Geschaftsbereichen/Betrieb komint?
11. Wie gehen Sie vor urn eine laufende Qualitatssicherung im IT Bereich zu 
gewahrleisten?
12. Wie stellen Sie sicher, dass sich der Outsourcing Prozess in Ihrem Untemelimen 
standig verbessert?
13. Wie bauen Sie Ilire Vorteile, die Sie durch IT Outsourcing gewonnen haben, noch 
weiter aus?
Fragen zum IT Risikomanageinent
1. Erlautem Sie bitte, wie Sie mit IT verbundenen Risiken in Hirem Untemelimen 
uingehen.
2. Wie erkennen und bewerten Sie IT verbundene Risiken in Ihrem Unternehmen?
3. Bitte erlautem Sie Hire Vorgangsweise bei der Planung, Implementierung und 
Steuerung der IT Prozesse in Hirem Untemelimen.
4. Wie dokumentieren Sie Ihre IT Prozesse und deren Zusammenhange mit der 
Unternehmensorganisation?
5. Wie werden Zielvorgaben und Richtungen des Managements in Hn*em 
Unternehmen kommuniziert?
6. Wie identifizieren Sie Kem- und Nebenprozesse in Ihrem Unternehmen?
7. Wie entscheiden Sie daruber was imd wie viel an IT Aufgaben ausgelagert werden 
sollen?
8. Wie gehen Sie mit Anderungen (z.B. von Prozessen) urn, die durch das IT 
Outsourcing hervorgerufen werden?
9. Wie wflrden Sie vorgehen, weim Sie sich entscheiden die IT Aufgaben wieder 
einzugliedern, also das Outsourcing ruckgangig zu machen?
10. Wer erstellt in der Regel die IT Vertrage? Sie oder der Dienstleister?
11. Welche Punkte (welche Bereiche) decken Vertrage mit den/dem extemen 
Dienstleistem ab?
a. Service Level Agreements
b. Bonus/Malus-Regelung
c. Benchmarking / Performance Messungen
d. Change Requests / Anderungen
e. Klausel fur die Neuverhandlung des Vertrages
f. Haftung und Versicherung
g. Ausstiegsklausel
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12. Wer priift IT Vertrage und deren Anderungen bevor diese unterschrieben werden?
13. Gibt es fur hierfiir eine festgelegte Vorgangsweise bzw. einen dokumentierten 
Prozess?
14. Wie stellen Sie sicher, dass Ihre IT Vertrage stets auf dem neuesten Stand sind?
15. Auf welche Art und Weise pflegen Sie Dire Beziehung zu Hiren IT Dienstleistern?
16. Welcher der Aussagen trifft auf die Beziehung zwischen Dinen und Ihren IT 
Dienstleistern am ehesten zu?
Die Beziehung Die Beziehung ist auf Eine wertvolle Es besteht eine Der Dienstleister
ist minimal die Abwicklung des Beziehung ist wertvolle ist ein wertvoller
Geschafts beschrankt am entstehen Beziehung Partner
Anhand welcher Kriterien treffen Sie diese Einschatzung(en)?
17. Bitte beschreiben Sie, wie Sie bei der Durchfiihrung (Abwicklung) von IT Projekten 
in Ihrer Firma vorgehen. Gibt es defmierte Vorgangsweisen oder halten Sie sich 
ggf. an ein Framework?
18. Besitzen Sie eine IT Sicherheitszertifizierung? Wennja, welche? Wie gingen Sie 
grob vor um diese zu erlangen?
Fragen zum IT Ressourcenmanagement
1. Wie managen Sie die IT Ressourcen in Direr Firma? Gibt es eine einlieitliche 
Vorgangsweise, einen defmierten bzw. dokumentierten Prozess?
2. Wie gehen Sie beim Einkauf von IT Ressourcen (jeglicher Art) vor? Gibt es eine 
einheitliche Vorgangsweise, einen defmierten bzw. dokumentierten Prozess?
3. Wie gehen Sie bei der Auswahl Hirer IT Lieferanten vor? Gibt es eine einheitliche 
Vorgangsweise, einen defmierten bzw. dokumentierten Prozess?
4. Bevor Sie einen Auftrag vergeben, wie ist Dire Vorgangsweise um herauszufinden, 
ob die angebotenen Preise angemessen sind?
5. Mit wie vielen Anbietem verhandeln Sie normalerweise, bevor Sie sich ftir einen 
entscheiden?
6. Wie treffen Sie Dire Entscheidung bei der Auswahl der Anbieter? Gibt es hier eine 
einheitliche Vorgangsweise, einen defmierten bzw. dokumentierten Prozess?
7. Was untemehmen Sie um Hire IT Anforderungen jeweils auf den aktuellen Stand zu 
halten?
8. Bitte besclireiben Sie, wie Sie in Direm Untemehmen mit IT Vertrage umgehen, d.h. 
wie sie Vertrage aufsetzen, abschlieBen, anpassen und beenden. Gibt es eine 
einlieitliche Vorgangsweise, einen defmierten bzw. dokumentierten Prozess?
9. Wie legen Sie Ihren Ressourcenbedarf ftir die IT fest? Gibt es eine einlieitliche 
Vorgangsweise, einen defmierten bzw. dokumentierten Prozess?
10. Gibt es Planung fur Dire IT Ressourcen? Wennja,...
a. wie gehen Sie bei der Planung vor?
b. wen beziehen Sie bei der Planung ein?
c. wie weit Planen Sie in die Zukunft?
11. Wie stellen Sie sicher, dass Dire IT verantwortlichen Mitarbeiter stets aktuelle IT 
Kenntnisse haben?
12. An welchen Gesichtspunkten orientieren Sie sich bei der Entwicklung Direr 
Mitarbeiter?
13. Sofem, eine IT Abteilung existiert, wie schatzen Sie den IT Wissensstand der IT 
Mitarbeiter ein?
selir gering gering durchschnittlich gut sehr gut
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r14, Sofern, eine IT Abteilung existiert, wie schatzen Sie das betriebswirtschaftliche 
Wissen der IT Mitarbeiter ein?
sehr gering gering durchschnittlich gut sehr gut
15. Wie schatzen Sie das IT Wissen des Managements ein?
sehr gering gering durchschnittlich gut sehr gut
Fragen zum IT Performance measurement (Leistungsuberwachung)
1. Wie stellen Sie sicher, dass Dire IT Infrastruktur fur das Unternelnnen geeignet ist 
und alle fiir den Geschafitsbetrieb erforderlichen Dienste anbieten kann?
2. Wie iiberwachen Sie, ob die Leistung des/der IT Dienstleister(s) angemessen ist? 
Gibt es hier eine einheitliche Vorgehensweise bzw. einen defmierten Prozess?
3. Wie messen Sie die Qualitat des/der IT Dienstleister(s). Gibt es hier eine 
einheitliche Vorgehensweise bzw. einen defmierten Prozess?
4. Wie iiberwachen Sie die Ergebnisse beim IT Outsourcing/-tasking? Gibt es hier eine 
einheitliche Vorgehensweise bzw. einen defmierten Prozess?
5. Haben Sie Service Level Agreements vereinbart? Wenn ja, wie detailliert sind 
diese? Bitte geben Sie ein Beispiel?
6. Messen Sie den Beitrag Direr IT zum Unternehmenserfolg? Wenn ja, wie gehen Sie 
dabei vor?
7. Vergleichen Sie Dire IT mit der von anderen Firmen (Benchmarking)? Wenn ja, wie 
gehen Sie dabei vor?
8. Bitte erlautem Sie Dire Vorgangsweise bei der Bewertung von IT Lieferanten? 
Welche Bewertungskriterien verwenden Sie? Gibt es eine einheitliche 
Vorgangsweise oder einen defmierten Prozess?
9. Sind sie bestrebt die Leistungen Direr/Dires IT Dienstleisters stetig zu verbessem? 
Weim ja, wie gehen Sie hierbei vor?
Zusammenfassende Fragen
1. Direr Meinung nach, welche sind in Direm Unternelnnen die kritischen 
Erfolgsfaktoren, die IT Outsourcing bzw. Outtasking erfolgreich funktionieren 
lassen?
2. Direr Meinung nach, welche wichtigsten Fahigkeiten muss ein Unternehmen 
besitzen, damit IT Outsourcing funktioniert?
3. Wemi IT Outsourcing/-tasking in Unternehmen fehlschlagt, an welchen fehlenden 
Fahigkeiten des Auftragsgebers konnte das Direr Meinung nach liegen?
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